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TOPICS OF THE MONTH 


IS IT BANKING? 
O° June 9 Chairman Glass, of the Banking 


and Currency Committee of the House of 
; Representatives, introduced a bill giving to 
national banks located in places whose population 
does not exceed 8,000 inhabitants, the power to act 
as agents for fire and life insurance companies and 
also “as the broker or agent for others in making 
or procuring loans on real estate located within 100 
miles of the place in which said bank may be 
located.” 

On June 12 the Treasury Department made 
public a statement by the Comptroller of the Cur- 
rency in which the reasons for the bill were set 
forth. In this statement the Comptroller said that 
there are now 2,079 national banks with a capital 
of $25,000, or twenty-seven per cent. of the total 
number. Their average deposits are $178,188, 
or approximately $70,000,000 altogether. The 
Comptroller further said in explanation of his 
recommendation that the bill be passed: 


A country bank with $25,000 capital and with 
the average deposits is able, with good. management, 
to lend its money at rates authorized by law and at 
the same time to return a-reasonable dividend to its 
shareholders. But there are many banks located in 
country communities where the small deposits which 
the banks receive may make it somewhat difficult for 


the banks to charge on their loans only the rates of 
interest permitted by law, and at the same time 
yield a satisfactory return to shareholders; and in 
many cases banks have been tempted to exact ex- 
cessive, and in some cases grossly usurious, rates on 
accommodations which they extend to local bor- 
rowers. It is unfortunately true that in many other 
cases banks have been demanding usurious rates of 
interest even though they have more than the average 
deposits, and although adherence to the legal rate 
would still yield them liberal dividends on their 
shares. 

For some time I have been giving careful consid- 
eration to the question as to how the powers of these 
small national banks might be enlarged so as to pro- 
vide them with additional sources of revenue and 
place them in a position where they could better 
compete with local state banks and trust companies 
which are sometimes authorized under the law to do 
a class of business not strictly that of commercial 
banking: *. * 

It seems desirable, from the standpoint of public 
policy and banking efficiency, that this authority 
should be limited to banks in small communities. 
This additional income will strengthen them and in- 
crease their ability to make a fair return to their 
shareholders, while the new business is not likely 
to assume such proportions as to distract the officers 
of the banks from the principal business of banking. 
Furthermore, in many small places the amount of 
insurance policies written or mortgages placed on 
commission is not sufficient to take up the entire time 
of an insurance broker, and the bank is not, there- 
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fore, likely to trespass upon outside business belong- 
ing to others. 

I think it would be unwise and therefore unde- 
sirable to confer this privilege generally upon banks 
in large cities where the legitimate business of bank- 
ing affords ample scope for the energies of trained 
and expert bankers. I think it would be unfortunate 
if any movement should be made in the direction of 
placing the banks of the country in the category of 
department stores. The business is ,one requiring 
training, skill and application, and I think that the 
profession of banking would suffer if there should 
be a departure from the principle which should gov- 
ern and has heretofore governed. 


In the last paragraph the Comptroller sums 
up the objections to the bill he recommends. 
Everything that he says that makes the plan ob- 
jectionable in the case of banks in large cities is 
objectionable in the case of banks in the small 
places and for the same reasons. More remarkable 
than the Comptroller’s recommendation of the bill 
is the fact that Mr. Glass introduced it. Mr. Glass 
has been such a stickler for rigid rules that, at 
times, he has been in the position of one whose mis- 


He 


has set his face sternly against any change in reserve 


sion was to save the bankers from themselves. 


requirements because,he says, to count balances with 
correspondents as reserve is unsound and unscien- 
tific banking. 
tion because, he holds, it is for the general good of 
the public and a proper service that banks should 
render to their communities. He was against the 


He has insisted on par check collec- 


retention of the independent Treasury system even 
when the Secretary of the Treasury and the Senate 
desired it, because the independent Treasury has 
no place in a modern, scientific scheme of banking. 
In a general way, Mr. Glass has been for every- 
thing that was sound and against everything that 
wasn’t, even to opposing his associates in the matter 
of retaining the bond-secured national bank notes 
in the manner provided for by the Federal Re- 
serve Act. It is possible that the prospective ex- 
igencies which the rural credits plan will encounter 
If no 


farm loan associations of borrowers are formed un- 


have moved Mr. Glass to propose this bill. 


der the rural credits plan the land banks are au- 
thorized to place loans through established financial 
If this bill becomes a law there would be 
2,079 such agencies authorized to place loans and 
If that is an 


agencies. 


receive commissions for the service. 


excuse for the passage of this bill it is the only one. 


DOES THE RESERVE BOARD APPROVE? 
The Federal Reserve Board has not yet ap- 
proved the bill which permits small national banks 
to solicit life insurance and act as real estate 
brokers. It has been the assumption that the bank- 
ing laws would not be tampered with unless the 
Federal Reserve Board was consulted. If the 
policy of the Board was correctly interpreted by 
Mr. Warburg in his address to the New York 
bankers at Atlantic City last month, the Board 
would not be particularly eager to indorse this bill. 
Mr. Warburg said: ‘ 


The Board feels keenly that, as a matter of 
equity, national banks should be placed on a parity 
with state banks and trust companies, wherever this 
can be done consistently with safety and conserva- 
tive banking principles. But I wish to make it clear 
that the Board has recommended, and will recom- 
mend, only such measures as will eliminate old- 
fashioned or unwise restrictions such as should be 
removed under any circumstances, irrespective of 
whether or not the state banks exercise greater or 
lesser powers. The Board would never recommend 
granting national banks any powers or privileges 
which are contrary to good banking principles. It 
is to the interest of both state institutions and 
national banks that banking standards should be 
raised wherever practicable and not that they should 
be lowered. 


The question at issue is, therefore, whether 
permission for national banks to peddle life in- 
surance and sell real estate on commission is a rais- 
ing or a lowering of banking standards. 


-FINANCIAL PREPAREDNESS 


Discussion of the situation in Mexico has in- 
cluded the matter of financial preparedness. There 
is no dissent to the proposition that the financial 
condition is sound and there is no doubt that any 
need the government might have would be readily 
met. The reserve banks, as fiscal agents, provide 
new machinery and bankers have patriotism as well 
as resources. 

The situation, however, invites analysis from 
another viewpoint. Aré the financial resources of 
the country in condition for the most efficient and 
economical administration? The answer to this 
question must be in the negative. The reserve con- 
dition of both the national banks and the Federal 
reserve banks can be materially strengthened. The 
Federal Reserve Board has recommended an 
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amendment to the Federal Reserve Act which 
would permit reserve banks to issue reserve notes 
not only against commercial paper, but against de- 
posits of gold. This plan, in which banks would be 
asked to co-operate, would strengthen the reserve 
banks in respect of both note-issuing and lending 
power. It is the plan by which the central banks 
of Europe secure the assembling of gold stocks in 
a central reservoir. With the co-operation of mem- 
ber banks, more gold would pass into the hands of 
the reserve banks and reserve notes would be sub- 
stituted for purposes of circulation. Reference to 
the address of Mr. Paul M. Warburg, printed else- 
where in this issue, will throw light on the fiction in 
the “excess reserve” item. Mr. Warburg said: 


Notwithstanding that the aggregate cash held by 
all national banks increased from May, 1915, to 
March, 1916, by over $100,000,000, in central reserve 
cities we are today materially below the old cash 
reserve requirements, and if a situation like the 
present had existed during any ante-Federal reserve 
system period we should have considered it a cause 
for alarm. Thanks to the creation of our new bank- 
ing system we are now dealing with completely 
changed conditions, and the specter of the end of 
the lending power of the banks would not mean a 
panic as in the past because of the reserve lending 
power of the Federal reserve banks and the con- 
But that must 
not lead us into the illusion that this billion of so- 


fidence created by their existence. 


called excess reserves may be considered as a basis 
for a loan expansion of four billion dollars or more, 
as appears to be the general belief. -Theoretically 
there is the foundation for so large an expansion as 
long as we adhere to the old custom of counting bank 
balances with reserve agents and uncollected items in 
transit as reserve, yet, in the last analysis, it is the 
metallic cover—not the redeposited and actually in- 
vested reserve—which must be considered in dealing 
with this question of expansion of loans. The excess 
of our metallic reserve, plus the free gold of the 
Federal resérve banks, constitutes the basis of the 
reserve lending power of our country. 


Careful reading of Mr. Warburg’s remarks 
will show that the Reserve Act is far from a perfect 
It is merely better than what preceded 
it. If Mr. Warburg’s deductions are correct the 
reserve strength of the country is not so great as is 
commonly supposed. The Comptroller of the Cur- 
rency has estimated the power of expansion at four 
billion dollars, and if there is a common belief in 
the correctness of these figures it is based on that 
estimate. 


measure, 
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The situation cannot be considered in its rela- 
tion to financial preparedness without admitting 
that it is a defect in the reserve system that provi- 
sion was not made for the retirement of the green- 
backs. They impair the credit resources of the 
country to the extent of their issue and experience 
with them has taught that they make trouble more 
acute. 

If the Mexican difficulty serves to call attention 
to the difference between what the monetary system 
is and what it should be, it will serve a useful pur- 
pose. There is much to be done before this country 
will be in a position to bear such a financial strain 
as the nations of Europe are undergoing. 


THE THREATENED RAILROAD STRIKE 

Railroad trainmen are now voting on the ques- 
tion of striking in order to force their demands for 
more pay by making eight hours, instead of ten, 
the basis of a day’s work. Eighteen per cent. of 
all railroad employees are involved and they num- 
ber 350,000. 

The representatives of the railroad men re- 
fused a proposal made by the Conference of Rail- 
road Managers that their differences be submitted 
to the Interstate Commerce Commission or be ar- 
bitrated under the Newlands Act. The Interstate 
Commerce Commission is suggested both because of 
its intimate knowledge of railroad affairs and be- 
cause it has regulatory power over interstate rail- 
road rates. If the Commission is competent to 
judge whether or not a railroad needs more or less 


income from rates, it must be competent to say 
_whether or not the railroads can afford to pay 
$100,000,000 more annually to’their employees out 


If the railroads cannot afford 
this added expense and it seems just that wages 
should be increased, the Commission can permit 
the roads to increase income by increasing rates. 
The most important point in the present con- 
troversy, from the public’s viewpoint, is the means 
whereby such questions may be settled without 
recourse to industrial strife. The power of the 
railroads to control their income has been measur- 
ably reduced by imposing the power to regulate 
rates in the Interstate Commerce Commission and 
various state commissions. If the power of the 
railroads to control their expenditure is impaired 
by the effective unionizing of their employees, it is 


of present income. 
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readily apparent that profits are made uncertain 
and bankruptcy ceases to be a remote contingency. 

Somewhere must rest the power that can say 
what proportion of income shall go to labor. That 
proportion is now approximately forty-five per 
cent. of revenue. If this proportion is increased, 
then income must be increased if service is to be 
maintained and fair returns are earned on invest- 
ments. Justice demands fair returns on invest- 
ments; the public demands adequate service. The 
adjustment of these three factors to each other may 
be difficult, but it is possible. Certainly the adjust- 
ment would be unfair if a notion of the employees 
that they should have more wages is substituted for 
some method of accurately determining by impar- 
tial inquiry whether higher wages would not dis- 
locate the balance under which the stockholders, 
the public and the employees all get fair and prop- 
erly proportioned returns. The public is even 
more vitally interested than either of the other 
parties to the controversy. 


RIGGS BANK CHARTER 

In his letter approving the application of the 
Riggs National Bank for an extension of its charter 
the Comptroller of the Currency gives an elaborate 
review of the offenses of the bank, quotes two let- 
ters in which the officers and directors of the bank 
agreed to recognize the power of the Comptroller 
and to conduct the bank according to the law and 
the regulations, and says that a special examination 
has shown the condition of the bank to be satis- 
factory. 

It has been an interesting and profitable con- 
troversy. That the former conduct of the bank was 
open to serious criticism there is no doubt. That 
the Comptroller was actuated by motives of a per- 
sonal nature seems equally clear. But the Comp- 
troller admits that the record of the bank has been 
above reproach for a considerable period; there is, 
however, no intimation that there has been any 
change of heart on the part of the Comptroller. 
The Riggs Bank was a private institution before it 
became a member of the national banking system 
and its old freedom of action was not possible un- 
der a national charter. This fact explains rather 
than extenuates some of the actions complained of, 
just as the personal characteristics and whimsicali- 
ties of the Comptroller explain his methods without 
justifying them. 
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It has been stated before in these columns that 
the case of the Riggs Bank has no relation what- 
ever to the demand for the abolition of the office of 
Comptroller. But it seems plain that, under sim- 
ilar circumstances, the same result could have been 
reached more easily, more simply and without sus- 
picion of the motives of the regulating authority by 
the Federal Reserve Board which should have en- 
tire control and supervision over the national banks 
in the reserve system. 


NEW “BLANKET BOND” 

After more than a year of continuous effort 
the Insurance Committee of the Association has 
come to an agreement with representatives of surety 
companies in regard to a new form of policy cover- 
ing losses by burglary, sneak theft, misplacement 
of money or securities, ete. It required patience 
and persistence to secure the necessary concessions 
from the insurance companies and it was only after 
much effort that the agreement of June 8 last was 
arrived at. The new Blanket Bond can be secured 
from most of the burglary and fidelity bond in- 
surance companies and care should be taken to see 
that the policy is marked as in the form approved 
by the Insurance Committee of the American 
Bankers Association as of June 8, 1916. Members 
of the Association and of the Insurance Committee 
are to be congratulated on the successful outcome 
of the negotiations. 


WHEN THE SPRAY DASHES 

From Atlantic City, where the annual conven- 
tion was held, the president of the New York State 
Bankers Association gave telegraphic notice to 
President Wilson that the consensus of opinion 
was “that the Federal Reserve Act had resulted in 
great benefit to the country at large, as well as to 
the banking interests, and we take this occasion to 
express to you our appreciation of the action by 
yourself and by Congress in the creation of the 
Federal Reserve Act.” 

In reply President Wilson conveyed to the 
convention his “deep appreciation for the generous 
message.” 

This exchange of courtesies has particular 
significance because the telegram to President Wil- 
son probably expressed correctly the general views 
of bankers. But the telegram was not submitted to 
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the convention for approval. If a vote had been 
sought on the subject, the discussion would prob- 
ably still be in progress with the hope of an agree- 
ment becoming constantly more remote. 

What bankers think of the Federal Reserve 
Act is necessarily expressed in terms of conserva- 
tism and modesty. It is only when a political 
orator attacks the subject of financial economics 
and the Federal reserve system that the world be- 
gins to have some faint conception of the real 
wonders of this piece of financial legislation. At 
St. Louis Senator Ollie James, of Kentucky, dived 
into the history of August, 1914, and came out on 
the other side with this in his mouth: 


What would have been the result if the old re- 
publican system had been in effect? The stock ex- 
changes in every city in the world were closed; 
Europe poured its vast holdings in plethoric streams 
upon our shores. Who thinks that the old republican 
system of finance under the guidance of those 
patriotic guardians would have been able to with- 
stand this mighty cataclysm! But what was the 
result? Not a bank closed its doors; not a laborer 
was thrown out of employment; not a business was 
forced into bankruptcy; but there stood, strong, 
serving the masses of mankind, this great legislative 
achievement of the democratic party! 


Popular comprehension of the power of the 
Federal Reserve Act is too limited. It is possible 
only to suspect what it can do under a real test. 
If it could accomplish the wonders enumerated by 
Senator James three months before a reserve bank 
was opened, what could it not have done if it had 
been in operation? Only Senator James possesses 
the resplendent imagination which permits an 
answer to this question. ‘ 

The admiring reader will prefer the fluency of 
Senator James’s utterance to the pale metaphor of 
John W. Westcott of New Jersey. In giving credit 
to President Wilson for the accomplishment of a 
reform of the banking system, Mr. Westcott said: 


He dynamited the monetary dams and let credit 
flow into the remotest corners of the land, its spray 
dashing even upon foreign shores. 


Even before the spray had ceased its dashing 
Mr. Bryan came forward to announce that the Re- 
serve Act had broken “the hold of Wall Street upon 
the business of the nation.” Cataclysms were never 
met so competently, credit never flowed so freely, 
spray never dashed so wildly and strangle-holds 
were never broken so easily as when these orators 
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were in action. All these things will go on steadily 
until next November. After that time nothing is 
certain. Anything is likely to happen and probably 
will. The Federal reserve system is plainly ca- 
pable of performances of which those charged with 
its operation never dreamed. The only thing it 
seems unable to do is tempt the state banks into its 
fold. 

The views of the New York state bankers are 
inconsequential and pallid. It takes a stump orator 
in action to define the Reserve Act. 


WHAT IS A BANK DEPOSIT? 

In a recent issue of the Journat an allusion 
was made to a statement by Congressman Lind- 
bergh, who said that “much of the deposits the 
people place in the banks are concentrated into the 
large cities, and especially New York, and from 
these loaned into the hands of speculators, who ex- 
ploit the people.” 

The comment was made that it would be an act 
of charity if some one would define the term “de- . 
posit” for Mr. Lindbergh’s benefit. Mr. Samuel 
Russell of Salt Lake City has undertaken that 
charitable enterprise. Whether Mr. Lindbergh 
will profit as the result of Mr. Russell’s exposition 
of the subject, is a matter of conjecture; but Mr. 
Russell’s article, which is printed elsewhere in this 
issue, may be read with profit by every banker and 
every one interested in banking. It is an odd situ- 
ation that the commonest of bank operations is one 
of the most intricate and most difficult to under- 
stand. It is not surprising that Mr. Lindbergh has 
misapprehended the nature of a bank deposit and 
it is gratifying that Mr. Russell has brought to the 
discussion of this subject some clear thinking and 
clear writing. 


INFLATION 

Senator Owen and the Comptroller of the Cur- 
rency have undertaken the task of proving that the 
operations of the Federal reserve banks have not 
brought about a condition of inflation. Specifically 
expressed by the Comptroller, the statement is that 
the figures disprove the contention “that the opera- 
tions of the Federal reserve banks have brought 
about inflation in our paper currency.” The fol- 
lowing table shows the results of the Comptroller’s 
investigations: 


| 
| 


July, 1916 JOURNAL OF THE AMERICAN BANKERS ASSOCIATION Vol. 9 No. 1 


The increase in the stock of money on April 1, 
1916, of $401,000,000 is thus shown to be accounted 
for by: 

An increase in our gold supply of 
An increase in our stock of silver of.... 


$501,000,000 
5,000,000 


$506,000,000 


Total increase 

And a reduction in our paper currency 
(national bank notes and Federal re- 
serve notes) of 105,000,000 

Making the net increase in the money 


supply $401,000,000 


There is natural jubilation in the concluding 

statement: 

From all information obtainable, this country’s 
supply of gold at this time exceeds by many hun- 
dreds of millions of dollars the gold stock of any 
other nation. 

The above statement shows that the increase in 
our money supply since January 1, 1915, is wholly 


crease in the gold supply is explained by more than 
$500,000,000 of foreign gold sent to this country 
in exchange for American products since the out- 
break of the European war. 


These statements are irrefutable but the in- 
ference which they seek to compel is erroneous. 
The Federal reserve system had nothing whatever 
to do with attracting this influx of gold but the in- 
flux of gold has made it possible to test the ade- 
quacy of the operations of the Federal Reserve Act 
in a new way. If, by such chance as has brought 
this addition of gold to the country’s supply, the 
quantity of the circulating medium became re- 
dundant, a competent law would compel the auto- 
matic retirement of other currency elements to the 
end that there might be in circulation the exact 
amount of money necessary to effect business ex- 
changes and certainly not enough currency of an 
inferior kind to permit the operation of Gresham’s 


accounted for by the increase in gold, and the in- law. A. D. W. 


PAR COLLECTION OF CHECKS A MISNOMER 


On the opposite page will be found a report of the meeting of the Administrative Committee of the 
American Bankers Association and the resolution adopted in regard to action bearing on the plan for 
check collections. The committee’s view is that there-should be no recourse to legal proceedings by the 
American Bankers Association at this time to determine the constitutionality of the check collection 
provisions of the Reserve Act. No banker is satisfied with the proposed plan and discontent is prac- 
tically unanimous, but many reasons have been advanced against recourse to a law suit. The contention 
that the provisions are unconstitutional is not so well supported as it might be, although there is weighty 
legal opinion that constitutional limitations have been violated. Moreover, the legal process would be 
slow and the period of uncertainty would endure for an indefinite time. 

On the other hand, the view of the Administrative Committee that an effort be made to secure 
amendment of the law, seems to have large support. The amendment wanted is the elimination of the 
words “at par” from section sixteen and a change of the phrase “from charging its actual expense” to 
“from making a reasonable charge.” These changes would permit every thing to remain as it is now 
except that the charges would be; ‘regulated. 

The reasons for this suggestion are cogent and obvious. No such thing as “par collection” is to 
be undertaken by the plan outlined by the Federal Reserve Board. That plan recognizes both the 
necessity and the legitimacy of charges for the service banks render in collecting checks. “Par col- 
lection,” as used in application to the proposed plan, is a misnomer. If the necessity for collection 
charges is admitted, and it is, the legitimacy of such charges must be conceded. The law, therefore, 
undertakes to compel a thing that is practically impossible and is so recognized by the Federal Reserve 
Board. The obvious remedy is to change the law. 

If the proposed check collection plan is as necessary or as desirable as is contended, its develop- 
ment will be more certain and its operation more general and effective, if the provisions of the law are 
so framed as to permit free expansion and contain no challenges to antagonism. The whole question 
of check collections is so involved and bank and business customs in vogue are so varied that a scheme 
arbitrarily devised for this purpose is as certain to cause shocks in some sections as satisfaction in others. 
Adjustments and readjustments in relation to fixed banking and business customs, not wrong in them- 
selves, can never be secured by arbitrary action. The aid of rules of law in such cases is valuable only 
when the law permits the free development of business along lines of justice. 

It is not just that the law compel banks to render service without charge. It is just that charges 
be regulated in the interest of fairness and uniformity. Under such terms the proposed plan would 
have opportunity to prove its worth. If it has no worth it is as important to prove that fact. Under the 
conditions that will exist after July 15 this point can never be proved or disproved. The plan of what 
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is called “par collections” is not notable for its subscription to economic rule; it is notable for the deft- 
ness with which it has been drawn. It takes account of the lack of harmony in banking opinion and 
its success depends upon the efficiency with which it plays the desire of one banker for profit against 
the same desire on the part of another banker. It goes on the assumption that the banks in collection 
centers will deposit checks on country banks with the Federal reserve bank in order to avoid the pay- 
ment of charges to the country banks on which the checks are drawn. It also assumes that the country 
banks will deposit checks with the reserve banks, instead of with their correspondents in collection 
centers, to secure the advantage that plan is supposed to offer. 

Theoretically the banks are not obligated to make use of the proposed collection plan. Theo- 
retically they can maintain and continue the existing system if they wish to and as long as they wish 
to. Practically they can not. As soon as the last payment of reserve money has been made to the 
reserve banks, the banks will not have the free funds which will permit them to carry with corre- 
spondents the balances necessary to continue in existence the present plan of check collections. They 
are, therefore, the helpless victims of an arbitrary power. The proposed plan of check collections is 
voluntary only in name. 

Similarly the continuation of the Federal reserve system depends on the banks. Theoretically 
they can end that system whenever they can agree among themselves that they want to end it. Prac- 
tically the banks do not want to end the reserve system. They have a keen interest in the stability of 
business and their success is incident to general success. These and other similar considerations forbid 
that the banks withdraw from the reserve system unless there develop conditions which make the system 


inimical to the country as well as to the banks. 


Under such circumstances the plan for check collection involves the exercise of an unwarranted and 


tyrannical, if not a confiscatory, power. 


Despite the general discontent over the proposed plan, bankers 


refuse to believe that Congress intended to mulct them of legitimate profits or to hamper them in the free 


exercise of business prerogatives. 
mentioned in the Federal Reserve Act. 


is that the provisions of law will be thereby made consonant with economic rules. 


Their appeal is, therefore, to Congress to make the changes 
The strongest argument however, in favor of such change 


A. D. W. 


ADMINISTRATIVE COMMITTEE MEETING 


The Administrative Committee of the American 
Bankers Association held a meeting at the General 
Offices in New York on Tuesday, June 27, at which there 
were present President James K. Lynch, Chairman; ex- 
President William A. Law, W. M. Van Deusen and L. F. 
Kiesewetter, comprising the entire committee. 

The most important matter discussed at this meet- 
ing was the proposed plan of par collection of checks, 
which has been ordered to become operative on July 15 
next by the Federal Reserve Board. 

The committee went on record unanimously as favor- 
ing an amendment to the Federal Reserve Act and recom- 
mending to the proper committees the consideration of 
this proposition, in aecordance with authority given by 
resolution duly passed at the Spring Meeting of the Ex- 
ecutive Council held at Briarcliff Manor, N. Y., on May 
10 last. The resolution adopted is as follows: 


“Tt is the unanimous opinion of the Administrative 
Committee that the American Bankers Association 
should take no part at this time in any legal action in- 
tended as a test of the constitutionality of sections thir- 
teen and sixteen of the Federal Reserve Act. Further, it 
is the unanimous recommendation of the Administrative 
Committee, in view of the authority conferred at the 
Spring Meeting of the Executive Council of the American 
Bankers Association at Briarcliff in May, 1916, that the 
Committee of Five there appointed, together with the 
Executive Committees of the National Bank and Clear- 
ing House Sections, should call upon the Committee on 
Federal Legislation to have introduced in Congress an 
amendment to the Federal Reserve Act eliminating 
therefrom the provisions for par collections and giving 


the Federal Reserve Board the power to fix reasonable 
charges for the collection of checks.” - 

Many other matters of importance were discussed by 
the Committee and special consideration was given to the 
forty-second annual convention to be held in Kansas 
City the week of September 25. The program is well 
advanced and speakers have been selected for the general 
convention. Among the speakers will be Frank A. Van- 
derlip, president National City Bank of New York City; 
Joseph Chapman, vice-president Northwestern WNa- 
tional Bank, Minneapolis, Minn. For the agricultural 
part of the program Joseph Hirsch, president Corpus 
Christi National Bank, Corpus Christi, Tex.; B. F. 
Harris, president First National Bank, Champaign, [II1., 
member and chairman, respectively, of the Agricultural 
Commission, have been approved. It is expected there 
will also be a speaker on the general program represent- 
ing one of the South American republics. 

The Administrative Committee approved of the ac- 
tion of the Savings Bank Section holding its final cen- 
tennial thrift celebration at Kansas City during conven- 
tion week. The Savings Bank Section will produce an 
elaborate program as a fitting observance of the close 
of so important an event. : 

It was reported to the Administrative Committee 
that all local arrangements have been made by the 
Kansas City bankers for the annual convention and that 
matters were progressing in a most satisfactory manner. 
The Kansas City bankers assert that this will be the 
largest convention in the history of the Association. 


i 


July, 1916 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


Vol. 9 No. 1 


Clearing Features Held Not Essential 
to Success of Reserve System 


Conference of Country Bankers Holds Proposed Plan 
Economically Unsound and Prejudicial to General 
Business—Growth of the Personal Check at the Root 
of the Whole Controversy. 


By3JEROME THRALLS 


UCH dissatisfaction has been expressed by the 
M. so-called country bankers throughout the United 

States because of the provisions of the nation- 
wide clearing plan as set forth in the Federal Reserve 
Board’s Circular No. 1, dated May 1, 1916. This feeling 
is not confined to the members of the Federal reserve 
system, but is prevalent among non-member state banks 
and trust companies as well. 

At the recent annual convention of one of the south- 
ern states a strong resolution urging the congressmen 
and senators of that state to use their best efforts to 
bring about the passage of an amendment which will 


eliminate the clearing feature from the law was passed . 


by an overwhelming vote. About three-fourths of the 
delegates present were officers of non-member state banks. 

The conference of country bankers held in the city 
of St. Louis, June 10, in response to a call issued by the 
Texas Bankers Association and at which about 125 ac- 
credited delegates representing twenty bankers associ- 
ations were present, passed resolutions declaring the 
plan unwise, unnecessary, economically unsound and 
prejudicial to the best interests of general business and 
directing that a telegram be sent to the Federal Reserve 
Board respectfully urging that the inauguration of the 
plan be deferred until a judicial interpretation could be 
secured. The resolutions further provided for the 
formation of an administrative committee to be made up 
of one representative from each state, to be appointed 
by the chairman of the Conference, authorized this com- 
mittee to take the necessary steps to test the constitution- 
ality of Section 16 of the Federal Reserve Act. as inter- 
preted and as it is to be applied under the terms of the 
Federal Reserve Board’s Circular No. 1, of May 1, 1916, 
to estimate the expense of its necessary work and to call 
upon the banks that are opposed to the plan to make 
voluntary contributions to a fund with which to defray 
such expense. The administrative committee was also 
given plenary power to do such things as may be neces- 
sary to carry into effect the purposes of the conference 
as recited in the resolutions and to co-operate with the 
American Bankers Association, which organization was 
earnestly invited and urged to use its undivided efforts 
in securing relief through the courts or through remedial 
legislation or both. 

Chairman W. G. McAdoo, of the Federal Reserve 
Board, wired in response to the telegram sent by the St. 
Louis conference: “Reply to your telegram the Federal 
Reserve Board regrets that it cannot consent to postpone 


the installation of the check clearing system heretofore 
announced. It feels obliged to do its duty in carrying 
out the terms of the Act and is prepared to defend any 
action that any parties may seek to bring in the, courts. 
The plan, including details of practical operation and 
points of law, has been carefully considered by the 
Board during the period of several months. The Board 
feels confident that there will be no inconveniences, hard- 
ships or expense except to those banks which may choose 
to take part in the proposed litigation.” 

The personal check, which is the cause of the whole 
contention, is an innocent instrument, originated for 
local use but which, because of the faulty currency sys- 
tem, keen competition and rapid growth, has developed 
into one of the most important instruments used in the 
conduct of the business of the country. The use of the 
so-called country check alone has grown until the aggre- 
gate of such items in transit reaches the enormous sum 
of from twenty-fiye to thirty billion dollars per annum. 

Fifty-three years ago the deposits in the national 
banks of this country aggregated $400,000,000; the 
national bank note circulation at that time was $239;- 
000,000, or sixty per cent. of the deposits. The deposits 
of the national banks now exceed $9,700,000,000, while 
the national bank note circulation is only $748,679,173, 
or a little over seven per cent. of the deposits. The 
check has come in to make up the major portion of the 
difference and it is popular despite the exchange charge 
which has gained the repute of being a tremendous bur- 
den and toll upon the commerce of the country. That 
which has been termed “exchange” should, in many in- 
stances, have been termed “discount,” because of having 
been assessed to pay the bank for the use of the funds 
involved during the time the items were in process of col- 
lection, the bank having given the depositors immediate 
credit. In other instances, that which is termed ‘“ex- 
change” is merely a handling charge assessed to cover 
stamps, stationery and labor. The effect of the law, com- 
petition and the operation of the nation-wide clearing 
plan will cause the relinquishment of a great amount of 
“exchange” that is charged by banks for remitting for 
cash items. The number of drafts sold on exchange 
centers to individuals and firms over the counter will be 
greatly reduced and a substantial revenue from that 
source will be cut off, but it is reasonable to suppose 
that banks that make a charge termed “exchange” 
against depositors to cover time and handling cost will 
continue that practice. In fact, the practice of making 
such charges will eventually grow, but it may be neces- 
sary to change the term from “exchange” to “discount” 
or “service charge.” 

Many of the best banking minds hold that the 
clearing feature is not essential to the success of the 
Federal reserve system and the opposition to that 
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feature is to some extent because of this principle, but 
the main complaint is centered upon the loss of revenue 
heretofore derived from the sale of drafts and from 
remitting for cash items. 

There is another feature that is of vastly greater 
importance to the country bankers and to the farmers, 
country merchants and business men. Competition from 
the banks not in the Federal reserve system may tem- 
porarily place the burden upon the country national 
banks, but it will be shifted sooner or later. 

Billions of dollars of credit are being extended to the 
farmers, country merchants and business men by country 
banks without charge and based on checks. The country 
banks give the depositors immediate credit for out-of: 
town items, in turn send them to the collection centers 
where immediate credit is given therefor. The banks in 
the collection centers have been carrying this burden with 
compensating balances as a basis. 

The lawful money in the vaults of the country na- 
tional banks has been reduced to the minimum because 
of payments made to the Federal reserve banks on re- 
serve deposits. 

There yet remains to be made by these banks a pay- 
ment of one per cent. and at the end of the transition 
period an additional payment of three per cent. will need 
be made or that additional amount of lawful money 
must be held in the vaults of thacountry national bank 
members. An amount equivalent to four per cent. of 
the net demand deposits and a small percentage of the 
time deposits will need be raised by the country national 
bank members. This amount must be withdrawn from 
the correspondents in collection centers, derived from 
rediscounts, or secured by the withdrawal of accommo- 
dations to local customers or the conversion of invest- 
ment paper held by the country national banks. It is 
safe to assume that it will first be withdrawn from col- 
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lection centers, and when the balances in the collection 
centers are reduced because of such withdrawals the 
banks in those centers will be obliged to require that the 
balances be replenished or to discontinue giving im- 
mediate credit for, and use of, funds represented by 
uncollected checks: 

The Federal reserve bank will not give immediate 
credit, so the country national banks will have to carry 
the burden or shift it to their depositors. If shifted to 
the depositors the depositors will have to rearrange 
their affairs. If the burden is carried by the country 
member banks they will sustain a severe loss. If they 
undertake to make a charge in the way of “discount” or 
“service” to cover that loss, the customers may go over to 
the state banks that are operating under the old plan. 

It is likely that country national banks during the 
period of readjustment will carry the burden and loss. 
There will be a material shrinking of deposits in collec- 
tion centers, but when matters are completely adjusted 
it may be proved that the earnings that will accrue from 
the employment of the funds arising from the reduction 
of the reserves and the releasing of scattered balances 
formerly carried for the purpose of getting items col- 
lected at par that may hereafter be handled at par 
through the Federal reserve banks will more than offset 
the losses. 

Because of the importance of the check every effort 
should be made to provide the most economic and scien- 
tific means of handling that instrument and the depos- 
itors should be given all the benefits, yet when the check 
gets outside its natural business zone there are certain 
risks, labor and expenses involved in making it good 
which under all laws of fairness and equity should be 
borne by the party whose indebtedness the check 
liquidates. It would, therefore, seem that exchange 
should be regulated and not eliminated. 


A DOUBLE-BARRELED PROPHECY 


(New York Journal of Commerce, April 10, 1916) 


After the war we must have a very much larger 
volume of imports than even the unexampled volume 
which we are now taking. 

How many millions, how many tens of millions, 
how many hundreds of millions, even how many billions 
lower than they are now shall be our exports? 

That’s the question. Nobody can answer it now. 
Nobody can do more than guess at how far the recession 
of our exports will go and must go below the high mark 
now fixed by shipments of war supplies and by nothing 
else. 

Nobody can do more than estimate how much 
further our imports shall climb. But everybody can 
realize that if our exports fade away like mist under a 
sun, but our imports come rolling higher like a tidal 
wave, it will take a very short time for Europe and the 
rest of the world to draw out of this country the gold 


should be provided against, we never do anything! 


which is the life blood of a nation’s commerce; that it 
will take even less time to snatch away from American 
industries and American wage-earners our own home 
markets—to drive this country, industrially, commer- 
cially and financially, upon the rocks. 

What are we doing to prepare ourselves against 
such a tragic outcome of the war to the only great 
Power on the globe which remained at peace? Nothing. 

What are we going to do under the policy and pro- 
gram of those in control of the United States Govern- 
ment? Nothing. 

How do we know that we are going to do nothing? 
Because, whether it is getting ready for Germany, or 
getting ready for Mexico, or getting ready for anything 
which the welfare and the safety of the nation demand 
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Definition of a Bank Deposit, Its Origin, 
Nature and Economic Function 


Bankers Do Not Loan the Money of Their Depositors— 
Relation of Gold Stock to Bank Deposits Shows Con- 
clusively that Such Deposits are not Money—Deposits 
are Debts of the Banks to the Public, Loans are Debts 


of the Public to the Banks. 
B mind a corporeal object which is left by one per- 

son, the depositor, with another, the depositary, 
for safe keeping and custodianship. The general prop- 
erty in the thing deposited remains in the depositor. 
The depositary has what the law denominates a special 
property. Deposits of this character are to be returned 
not in specie or in kind, but the identical object or thing 
deposited is to be kept by the depositary and returned to 
the depositor who retains the general property in the 
deposit, which implies the right to demand and receive 
its return. 

But with respect to money a different rule prevails. 
Money strictly speaking is minted or coined gold. Silver 
is merely the money of convenience, and government 
notes, although denominated as lawful money, are 
merely debts of the government. These notes may in a 
certain sense be regarded as cash, but they are not 
money. It is only the willingness and ability of the 
government to redeem its silver and note circulation 
in gold at par, which gives silver or paper the utility of 
money in the exchanges of the country. Gold as money 
is not an article of consumption, nor is gold an article 
of industrial utility except as it is used in the arts. 
The function and office of gold as money is realized only 
in its exchange, which process of course requires the 
transfer of the general property in the money from one 
person to the other in the course of exchange and busi- 
ness. The lender or depositor of money after its delivery 
to the borrower or depositary cannot then say, “it is my 
money.” The obligation, duty, or more specifically the 
debt of the borrower is not to keep and return the 
identical coins loaned, but to render in due time to the 
lender the coins in specie or kind, and not in identity. 
It is a matter of rendering equivalent values and as 
standard money defined by weight is the measure of 
values, the lender renders equivalent values by render- 
ing a weight or tale of coins which is equivalent in pon- 
derance to the coins received from the lender. 

The hire of money is always, like every other debt, to 
be paid and discharged in money. Hence it may be said, 
that all transactions in money, other than its exchange 
for commodities or services and its rendition in pay- 
ments of debts, is a loaning and borrowing transaction. 
If the borrower keep the identical coins, he merely re- 
turns them together with the price or premium for the 


By SAMUEL RUSSELL 
Y the term deposit, there is denoted in the public 
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loan, from which it follows that when one buys gold 
with gold, the price really paid is the hire or interest 
for the time intervening between the loan.and its pay- 
ment. There is no occasion to buy gold with gold except 
as gold in bullion or bars is desired to be exchanged for 
coined gold or as coins of different national identities may 
need to be exchanged. The respective intrinsic values of 
gold bars and of coins of equal fineness are of course equal 
as to units of weight. When gold is bought in terms of 
money, the transaction is therefore from the nature of 
things, a lending transaction. And so the quotations in 
the money market which denote the price of money are 
always in terms of rates of interest and discount. Ex- 
cepting only direct exchanges executed in praesenti, there 
is no other way to purchase money with money. The 
only real purchase of money is when it is procured by 
the price of either commodities or services of equivalent 
contractual estimation and value. Hence money pro- 
cured by the price of service as wages and by the price 
of goods is purchased money. All other money, the price 
of which is denoted in money, is essentially and of neces- 
sity borrowed money. But the loan of money is a trans- 
action sui generis in that the general property in the 
money passes to the borrower as upon a sale and the 
duty of the borrower, as upon a sale upon credit, is 
defined as a debt in terms of money which is to be 
rendered to the lender in due time as ascertained by 
law or by contract. And so it may be said that all money 
other than that in the actual possession of one and his 
agents, exists in contemplation of law essentially as a 
debt to be rendered by the debtor to the creditor. Of 
this nature and character consists the great bulk of 
denominated money in the commercial world. It exists 
only in contemplation of law. 

Funds indeed have the sign of money, but we must 
not mistake the sign for the thing signified. The public 
has approximately twenty times as much money de- 
posited as funds in the banks of the country as there is 
gold in all the banks, and ten times as much money on 
deposit in the banks as the entire gold stock of the 
country. Of this gold stock the banks have in general 
proportions one-half, the government has one-sixth, and 
the public at large, as distinguished from the banks and 
the government, has one-third. And so, notwithstanding 
the vagaries of the populistic money men and the illu- 
sion entertained generally by the public, which manifests 
itself in the parlance of politicians, economic reformers 
and professional statesmen, the relation of the gold 
stock to bank deposits is a conclusive demonstration that 
such deposits are not money. The deposits are debts of 
the banks to the public, whereas the loans and discounts 
are debts of the public to the banks. Whenever one 


speaks of debt he of necessity implies an equivalent and 
reciprocal credit. Credit and debt are but the respective 
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positive and negative ends of the same thing. The in- 
itiatory movement is from creditor to debtor. The com- 
pensatory movement is from debtor to creditor. The 
credit end being in law a right, may be transferred by 
the assignment of the creditor, whereas the debt end 
being in law a duty may not be transferred or assigned, 
but must be discharged by the debtor or his agents 
according to the terms of the debt. 

To proceed to a more precise explication of the 
nature and origin of bank deposits, these deposits are, as 
stated above, debts of the banks to the public, or in 
other words, credits of the public to the banks. Speak- 
ing generally and in principles rather than in specifica- 
tions, the deposits should be equal to the reserves of 
money plus the loans and discounts. The reserves are 
calculated to be equal to the demands of depositors for 
cash. The general operation of bank exchange is a trans- 
fer by the depositor of his credit to his own creditor 
who by deposit of his debtor’s check becomes in his stead 
the creditor of the bank. The real security for these 
deposits in excess of the reserves are the loans and 
discounts. 

The guarantee of bank deposits. has become a cur- 
rent political phrase. This phrase is a popular illusion 
conceived in a patent misapprehension of the real nature 
of bank deposits. The popular illusion is given artic- 
ulate form by William J. Bryan in these words: 

“You deposit your money in the bank, the bank 
loans your money out, and then it calls that assets, and 
then gets new notes and loans them out on those notes. 
It is a double loaning of the people’s money.” (From 
an address at Ogden, Utah, October 21, 1902.) “Guar- 
antee of bank deposits” is really but an euphonious 
phrase for the guaranty of loans and discounts. And 
this duty of assurance and guaranty is at the present 
time the prime function of the banks. For the deposits, 
other than the casual amount of cash or coins brought 
to the bank, have their origin in the loaris and discounts. 
Bankers do not loan their depositors’ money. The banks 
receive for deposit the credits created for their borrowers 
by the process of loans and discounts. The banks credit 
their customers and charge themselves with the amount 
of the loan. By signing his note, and delivering his 
securities to the bank, the borrower acquires the right 
to have from the bank money to the amount stipulated 
in the loan. With the transaction in this executory 
stage the bank is the debtor and the borrower the 
creditor. The borrower becomes a depositor by having 
the bank credit him and charge itself by proper entry 
upon its books. This is the process by which funds are 
created. The borrower then draws his checks against 
the fund which his loan creates, and by the presentation 


and deposit of these checks new creditor-depositors take 


the place of the original borrower as to the credit result- | 


ing from the original loan transaction. It is the func- 
tion of the bank to guarantee and assure these loans and 
discounts and the funds which grow immediately out of 
them, by paying out of reserves the cash demands of the 
original borrowers and their successors, and for those 


who do not demand cash, to transfer upon their books 


BULLETIN OF THE AMERICAN INSTITUTE OF BANKING 


July, 1916 


the original credits of the borrowers in infinite succes- 
sion as the same are transferred from depositor to 
depositor in the same bank or from a depositor in one 
bank to a depositor in another bank in the same city 
or in different domestic or foreign cities. By this process 
a creditor who accepts a depositor’s check exchanges his 
credit against his debtor for a credit against his debtor’s 
bank whereby the bank becomes his debtor in the place 
of his original debtor. This is all effected by means of 
the transfer of credit from one depositor to the other. 

Banking funds are always local in their origin. 
They originate in the loans and discounts and are 
funded upon the securities of the borrowers. The 
evidence of the funds is in the portfolios of the par- 
ticular banks where the funds are created. The primary 
debt ends of these funds remain localized in the 
domiciles of the original debtors. The credit ends of 
the funds are transferred in succession from person to 
person, from bank to bank and from city to city in the 
infinite transactions of finance and commerce. They 
are progressively assembled and diverted to accom- 
modate the course of commerce and the transit and 
clearing operations by which current credits and debts 
are transferred and discharged. The primary debtors 
are the original borrowers, the secondary debtors, or 
rather guarantors and assurers, are the banks which 
made the loans, and the creditors are the depositors 
who hold the primary credits in succession from the 
original borrowers. The primary obligors are changed 
only as loans are paid and renewed. The banks re- 
main the guarantors of all their Joans upon which the 
funds or deposits are based. The banks have no special 
concern as to who holds the credits or as to where the 
holders or depositors reside. This is all a matter of 
transfer upon their books. But they must keep a 
reserve of real money in vault which shall be adequate 
to the cash demands of the credit-depositors whether 
they be persons or other banks. If reserves are too 
low in relation to deposits, loans are called, which 
automatically restricts deposits and if deposits are 
low in relation to reserves, loans are expanded which 
automatically enlarges deposits. 

The public thinks that the banks loan the depositors 
money. If this were true, it would follow that the 
greater the deposits the greater the facility for loans. 
The reverse is the fact. The greater the deposits the 
greater is the limitation on loans which only increase 
the demand on reserves. The incidental influence of 
casual cash deposits on reserves and indirectly upon 
loaning facility is greatly exaggerated in the public 
estimation. When banks need money to replenish re- 
serves they borrow of other banks, they do not get the 
money from personal depositors. There is a constant 
movement of the money of banks to and from clear- 
ing and reserve centers. This movement is normally 
consequent upon the movement of business and is re- 
quired for the payment of the balances produced in 
trading and clearing centers. Money naturally con- 
centrates therefore, in New York, because New York is 
the principal clearing center for the banks and business 
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of the country. This money is the property of the 
banks and its transportation, whether for remittance 
or deposit, is altogether a matter of arrangement, ac- 
commodation and convenience between the participating 
banks. Funds, on the other hand, are the property of 
the depositors. They moreover are incorporeal and 
hence incapable of manucaption and transportation. 
It is the right or credit part of funds only which may 
be transferred and in this transfer the banks act merely 
as registering agents. The transfer of funds, as dis- 
tinguished from the transfer of money, is an operation 
which proceeds exclusively upon the initiative and 
order of depositors. Of course one bank may be a 
creditor and depositor in another bank and may exercise 
the same right to transfer its funds as a natural person. 
As between banks funds are usually created by the 
deposit of money, for the reason that money is the 
commodity in which the banks deal. They have no 
other service or commodity as between themselves by an 
extension of which one bank may obtain credit and 
funds in other banks. 

The limitation upon loans and upon deposits ex- 
cept those transferred from other banks is the available 
reserve of real money in the vaults of the particular 
bank. This money, in the best banking practice, is not 
directly loaned but is rather held to meet the demands 
of depositors who are but the successors of the bor- 
rowers. The advantage of large deposits is in the con- 
version of loans into deposits, by which there is a 
nearer approximation to the status in which on one 
hand we have the borrowers and on the other hand 
the depositors with the banker between them, with 
his money reserves to guarantee the debts of the bor- 
rowers as demanded in cash by the depositors. The 
borrowers retain the debt end of the funds, the de- 
positors succeed to the credit end by the transfer and 
the deposit system which employs the bank check as 
its medium. This medium is no different in its es- 
sentials than the bank note. The bank check is an 
unaccepted draft on the bank which is paid at sight, if 
it be drawn on funds; the bank note is an accepted 


“MODERNIZING THE 


Most of the innumerable books which are now being 
published on South America are too superficial to be of 
lasting value. But occasionally one appears which is 
so readable that it is interesting even to a tired busi- 
ness man after the day’s work. Such a book is “Mod- 
ernizing the Monroe Doctrine,” by Charles H. Sherrill, 
who was United States Minister to Argentina long 
enough to make some observations on the Monroe Doc- 
trine which he presents with refreshing frankness. The 
author makes a plea for Pan-Americanism as at once 
“the most altruistic and the most practical foreign policy 
to which any country has ever devoted itself,’ and be- 
lieves that the policy, although as yet incomplete, is the 


obligation of the bank authenticated by the subscrip- 
tion or signature of the bank, which is also paid at 
sight. The difference between a certified or accepted 
bank check and a note is merely one of form. The 
note is an acknowledged obligation at the time it is 
issued. The certified check is an acknowledged obliga- 
tion when it becomes certified upon presentation for 
acceptance. Checks circulate by transfer upon the 
books of (the banks. Notes circulate by manual de- 
livery. But the funds have as much currency and 
circulate as freely whether by the successive transfer 
and deposit of checks, or by the successive manual de- 
livery of notes. In the check system the bank has a 
record of its creditors and in a general way has 
knowledge of the nature of the transactions in which 
banking credit is transferred. In the note and bill 
system it has no such record or knowledge. Both checks 
drawn upon funds and circulating notes are based and 
funded upon the reserves and loans of the banks. The 
check or draft is the more special, secure and con- 
venient instrument for commercial credit. The bank 
note is the more convenient for petty personal purchases 
and customary cash transactions. 

The development of the American system of suc- 
cessive drawing and deposit of checks is a real con- 
tribution to the science and practice of banking and 
finance. It followed upon the suppression of state banks 
of issue by the imposition of the Federal tax upon 
their circulating notes. The check and deposit system 
is based upon the creation, guaranty and transfer of 
funds. These funds are not money, they are guaranteed 
credits for the depositors, and rest upon the guaranteed 
debts of the borrowers. Both borrower and depositor 
are customers of the bank. The bank is the guarantor 
for the borrowers and debtors, and the clearing and 
collection agent for the creditors and depositors. The 
perfection of the deposit and check system for the cur- 
rency and transfer of funds will be realized in the 
extension and development of the American transit and 
clearing principle to the limit of its logical potentiality 
in the functions of banking and finance. 


MONROE DOCTRINE” 


“most practical agent for international peace thus far 


devised.” He contrasts the points of view of the North 
and South American peoples; briefly reviews their re- 
spective relations to international politics; and shows 
how the A. B. C. mediation has tended to bring the 
Americas into closer and more sympathetic understand- 
ing. There is a chapter on the réle of the Panama Canal 
in Pan-Americanism; and the book closes with an appeal 
for closer relations as the basis of peace and common- 
sense recognition of the fact that an adequate army and 
navy are essential to “the strengthening of the Latin- 
American map,” and the maintenance of the Monroe 
Doctrine, 
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There has been a growing demand on the part of 
many member banks for a blanket form of insurance 
policy including burglary, hold-up and messenger in- 
surance and fidelity bond insurance and in addition 
thereto covering various losses not heretofore covered 
under any policy except those offered by Lloyds. Among 
some of the losses not heretofore covered by American 
insurance companies are sneak theft, misplacement or 
destruction of money or securities, either effected with 
or without violence, or by the officers or employees of 
the bank or any others, or either due to dishonesty or 
negligence of the officers or employees of the bank. The 
Insurance Committee of the American Bankers Asso- 
ciation recognized a year ago a demand for an insurance 
protection of this sort, and prior to October, 1915, was 
engaged in the compilation of such a policy as would 
meet this demand. However, the initiative taken by 
certain insurance companies last October caused the 
committee to delay its consideration of such a policy 
in the hope that the insurance companies themselves 
would agree upon such a form as would meet the ap- 
proval of the American Bankers Association. 

In October, five insurance companies compiled and 
offered the banks a blanket form of policy known as 
the Bankers’ Blanket Bond. This form contained many 
unsatisfactory conditions that promptly called for the 
objection of this committee. A second group of surety 
companies then organized and promulgated a second 
Bankers’ Blanket Bond which was an improvement over 
the form offered by the first group, but was not yet in 
accord with the ideals of the committee. Both groups 
of insurance companies then got together and promul- 
gated a third form of Bankers’ Blanket Bond, retiring 
the first two forms offered. This third form was not 
approved by the committee. After various conferences 
with the insurance companies and much correspondence 
and discussion of the many concessions insisted upon 
by the committee, a fourth form of bond was offered 
the committee at Briarcliff, N. Y., the day before 
the committee report was presented to the Executive 
Council in May, which form came nearer meeting the 
demands of the committee than any of the previous 
forms, but was not yet in such shape as to merit ap- 
proval. The committee’s report to the Executive 
Council in May stated that a further brief effort would 
be made to obtain a better form from the insurance 
companies, and in the event that this could not be 
done, the committee would copyright its own form 
previously prepared and invite the insurance com- 
panies to apply for license to execute the same, using 
the same campaign of promulgation as was used in the 
ease of the copyright fidelity bond and the copyright 
burglary policy compiled by the committee and adopted 
by the American Bankers Association. This, however, 
was not found necessary, for the reason that in subse- 
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quent conferences with the insurance companies, further 
concessions were made, and a final form of Bankers’ 
Blanket Bond has been agreed upon and approved by 
the committee as of June 8, 1916. 

The National Surety Company of New York has 
been particularly active in making final concessions to 
meet the views of the committee, which concessions are 
agreed to by the other insurance companies. The new 
bond will have printed in the face thereof, a statement 
to the effect that it is approved by the Insurance Com- 
mittee of the American Bankers Association as of June 
8, 1916, and member banks are advised to insist upon 
the form of blanket bond bearing this identification. 

This final bond is the result of the continuous suc- 
cessful efforts of the Insurance Committee covering a 
period of nearly one year. Because so many tentative 
forms were offered to member banks during that time 
by the insurance companies, and because of the many 
inquiries regarding the progress of this work that have 
been received by this committee from member banks, it 
will undoubtedly be of interest to point out some of 
the more important concessions obtained from the in- 
surance companies and incorporated in the new and 
final bond to the advantage of the purchasing banks. 


Disclaimer as to ,Warranties 

First—The new bond contains a disclaimer as to war- 
ranties on the part of the insured in the following 
language: “No statement made by or on behalf of the 
insured, either contained in the application or other- 
wise, shall be deemed to be a warranty of anything ex- 
cept that it is true to the best of the knowledge and 
belief of the person making the statement.” The re- 
ports of the committee for the last two years have 
emphasized the danger of warranties made by the 
purchasing bank in its application for insurance. Many 
eases have been noted in which the bank in its ap- 
plication for insurance warranted its equipment to 
be of a certain character and would be maintained as 
such; that particular systems of accounting includ- 
ing audits at agreed upon intervals would be enforced; 
and many other guarantees contained in the applica- 
tion form but not shown in the policy contract, nor 
referred to other than by a short condition making the 
validity of the insurance contract dependent upon the 
absolute correctness of the warranties contained in the 
application. Probably one-half of all of the contested 
cases between the banks and the insurance companies 
investigated by the committee have grown out of the 
inadvertent failure of the bank to maintain fully all 
such warranties, most of which are probably forgotten 
by the banker when the application is signed. A most 
pertinent case of this sort was referred to at length 
in the committee’s report to the May Executive Council 
meeting at Briarcliff. The importance of the above 
noted disclaimer becomes immediately apparent. 


| 
| 
| 
| 
13 


July, 1916 
Tellers’ Shorts 

Second—Previous bonds offered by the insurance com- 
panies provided that the insurance company had no lia- 
bility for losses due to so-called “tellers’ shorts.” While 
it is not the spirit of an insurance contract to pay for 
small differences in the teller’s cash due to errors in 
counting, the committee took the position that many 
losses of material amounts occur in the teller’s cage, 
due either to fraud of the employees, or sneak theft 
from the outside; and a policy undertaking to pay for 
misplacement, as well as sneak theft, dishonesty of 
employees, burglary, hold up and destruction of money 
and securities, would defeat one of its material pur- 
poses if it contained such a condition as enabled the 
insurance companies to determine what losses are due 
to counting errors, and what losses are covered under 
the intent of the policy. Long and continuous objec- 
tion was offered by the insurance companies to the 
elimination of the “tellers’ shorts” exception, but this 
was finally done and such exception does not appear in 
the new policy. 


Collection of Salvage 

Third—Former policies did not provide clearly that 
in the event of the collection of salvage, all salvage should 
be paid to the bank until its entire loss had been cared 
for. The committee has always maintained that the 
insurance company is not entitled to salvage until the 
bank has been completely reimbursed for its entire 
loss, and this provision has been duly incorporated in 
the new bond, being one of the last concessions obtained 
by the committee. 


Valid Insurance 

Fourth—Previous bonds provided that in the event 
of other insurance of similar character carried by the bank, 
the insurance company should be liable only for such 
proportion of loss as the amount of its policy bears to 
the aggregate amount of all insurance carried. The 
new bond limits this to “valid and enforceable” in- 
surance. In other words, if other insurance is carried 
than the Bankers’ Blanket Bond and such other in- 
surance is valid and enforceable, the Bankers’ Blanket 
Bond is liable for only its pro-rata amount 
of the loss. If, however, such other insurance is not 
valid and enforceable, the Bankers’ Blanket Bond is 
liable for the whole amount of loss covered under its 
terms and up to the face amount of the bond. 
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Other Concessions 

Fifth—Numerous other concessions were made from 
time to time, including the extension of time for discovery 
of loss after the expiration of the bond from six months 
to twelve months; the extension of the time within 
which suit may be brought after the discovery of loss 
from six months to twelve months, and the extension 
of the radius within which the hold-up insurance covers 
from ten miles to twenty miles of the offices covered in 
the bond. 

There are certain exceptions in the new bond which 
the committee deems reasonable and proper. For in- 
stance, the bond does not cover loss resulting from in- 
surrection, riot, etc., nor does it cover loss resulting 
from the act or acts of the directors other than those 
employed as salaried officials. Nor does it cover loss 
due to bad loans. The bond differs principally from 
the Lloyds contract in that it does not cover forgery 
unless the same be committed by, or with the collusion 
of, one or more of the employees. This is the only 
material concession made by the committee to the 
insurance companies. This was conceded by the com- 
mittee for the reason that forgery insurance is ex- 
perimental in its nature, is necessarily hazardous, in- 
vites fraud, and could not be profitably included at the 
rates for which the new Bankers’ Blanket Bond will be 
sold. 

Most of the burglary and fidelity bond insurance 


companies of this country, either are now, or probably 
will be prepared to furnish this new bond upon ap- 
plication, and any bank desiring the same should be 
able to obtain it through such insurance company or 


insurance agent as the bank may select. Because of 
the many forms that have been offered by the insurance 
companies since October, 1915, as above outlined, and 
because of the wide superority of the last form over all 
preceeding ones, the member banks are particularly 
cautioned to insist upon the form of bond bearing in 
the face thereof the printed statement that it is ap- 
proved by the Insurance Committee of the American 
Bankers Association as of June 8, 1916. 
garding this bond or regarding any of the other work 


Inquiries re- 


of the committee or regarding any other insurance 
matter in which any member bank may be interested, 
are cordially invited, and should be directed to the 
Secretary of the Committee, B. A. Ruffin, Box 139, 
Richmond, Va. 
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The History of Mining in Mexico and 


Its Economic 


Divided into Four Main Periods, the Last of Which, the 
Revolutionary, Began in 1911—Greatest Develop- 
ment of Mining Took Place under Porfirio Diaz— 
A Country Fabulously Rich in Natural Resources. 


By T. W. OSTERHELD 


[Note—Values given in this article are in terms of 
Mewican silver pesos.] 


ico: “I am not blind to the unison of opinion, 
expressed by scientists and experts, that Mexico 
will some day furnish the gold, silver and copper of the 
world that will build the empires of to-morrow and make 
future cities of the world veritable new Jerusalems.” 
At that time the mines of gold, copper and the base 
metals were incident to the silver production, Mexico’s 
premier mining industry. Since then the great copper 
mines of Cananea, Nacozario, Boleo, under the leadership 
of the Cole-Ryan interests, Phelps Dodge and Roths- 
childs, have placed Mexico in the second rank of copper 
producers of the world. At El Oro, under Haggin, Hearst, 
Salzberg and Fournier, Mexico has become one of the 
great gold producers. Oil abandoned by Mexico capital- 
ists, through the persistent struggles of Doheny Pearson 
& Son, and Deganahl, on the Panuco River, has become 
so great a field as to arrest the attention of the world. 
To these great pioneers, Anglo-Saxons, French and Ger- 
man, Mexico owes her great mining development. 


§ ECIL RHODES, the Empire Builder, said of Mex- 


The Colonial Period 

Let us treat first the Colonial or Spanish period of 
mining in Mexico (1537-1821). The colonial mint record 
of this period is: Silver, 2,082,260,657.44 pesos; gold, 
68,778,411; copper, 547,893.37. 

For three hundred years the mines of Mexico were 
the chief sources of silver of the world. Their richness 
made Spain an empire; with their loss came its decline. 
Up to the middle of the nineteenth century the greater 
part of the circulating medium of Europe came out of 
the silver mines of Mexico, and despite the inferior 
methods of mining overshadowed in production all other 
countries. With the opening of the great mines of Tasco, 
of the state of Guerrero, in 1522, through Hernan Cortez, 
the history of mining was inaugurated by the white race 
in Mexico. Carried away by the rush for gold found in 
Tenochitlan (City of Mexico), as well as in the temples 
of the Aztecs, the Spanish pioneers sought gold every- 
where, forgetting all dangers, suffering every conceivable 
hardship, conquering immense areas of land and losing 
all through the same cause. 

The conquerors of Mexico were great miners, and 
so changed the destiny of the natives at once by their 
activity in discovering and opening mines of silver and 
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gold everywhere. From Tasco came the opening in 1544 
of the mines of Santa Barbara, Parral, Chihuahua as 
gold mines, which afterwards changed into silver at the 
hundred-foot level. In 1546 the mines of Zacatecas were 
found, quickly followed in 1548 by the discovery of the 
mines of Guanajuata in the valley of Rio de Las Palmas. 
At the same time the Bolannos mines of Jalisco were dis- 
covered, as well as those of Los Tajos de Panuco Zaca- 
tecas. In 1550 the main vein of Guanajuata, called the 
Veta Madre, was begun, and in April of the same year 
the mines called Rayas and Mellado were developed. Up 
to 1803 this district had given $5,020,750, and together 
with Zacatecas and Catorce had produced half of the 
silver mined in Mexico. The production of this district 
may be safely put down to over $1,000,000,000. , 

In 1551, near the capital of Mexico, the first work 
was begun, at Real de Monte, district of Pachuca, state 
of Hidalgo, which has developed into one of the greatest 
producers of silver in Mexico. In 1552 Genio del Vaz- 


guez del Mercado, in striving to find gold and silver, dis- 
covered a heavy deposit of iron, at Cerro del Mercado, 
near Durango, which has proved to be one of the largest 


iron deposits in Mexico. This was followed in 1555 by 
the locating of the mining camp of Sombrereta, state of 
Zacatecas, giving the first impulse to mining in that 
state, the output of which, from 1548 to 1810, has been 
calculated at $588,041,956. From 1810 to 1823 a further 
$200,060,000 was coined, and up to 1832 this state alone 
had produced $656,043,335. A great event in 1557 was 
the discovery of the patio process, by Bartolome de 
Medina, in connection with the mines of La Purisima. 
Prior to this all ore had been crudely smelted. Subse- 
quently quicksilver took the place of copper salts to pro- 
duce amalgam. 

During the year 1574 much work was done at 
Charcas, state of San Luis Potosi, in opening many small 
mines; none of which, however, reached a greater depth 
than 125 meters. Incidentally considerable salt deposits 
were found and utilized at this point. 

The great mines of Mapimi first came into prom- 
inence in 1598. Since then this state has become a great 
producer of gold and silver, and these mines in particu- 
lar have since become the property of German interests, 
who for many years have managed them with extraordi- 
nary skill. San Luis Potosi again contributed, by the 
discovery in 1622, at Guadalazar, another large sum of 
silver to the world’s output. The Botopilas mines, of 
the state of Chihuahua, in 1632 were made known to the 
Spaniards and have since become one of the largest pro- 
ducers of metal, leading to the development of the entire 
state. More than 23,000,000 pesos have been produced 
by the mines of this camp, and while the adjacent camps 
have produced considerable native silver, no other has 
been so celebrated in this respect. 
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The principal vein in the Candelario mines, district 
Cusiguirachi, Chihuahua, was then developed, resulting 
in an extraordinary bonanza. The product of this mine 
was estimated, in the latter part of the eighteenth cen- 
tury, at 6,000,000 marks per year and rese to 18,000,000 
marks of silver, until in 100 years this camp had pro- 
duced over $35,000,000.* 

Santa Eulalia, Chihuahua, is the next event prom- 
inent in mining history. In 1703 the mine El Caballo, 
in conjunction with four other mines, produced such 
great quantities of silver that at the beginning of the 
eighteenth century this district was considered the rich- 
est mining district in the world. The richness of this 
mineral district may be gauged by the output from 1705 
to 1737 alone, in which there was reported an average 
production of 49,000 marks of pure silver, representing 
a total output of $55,959,750. Again, from 1738 to 1761, 
we find reported silver to the amount of $29,140,363. 
The richness of these mines can hardly be overestimated, 
because of the unreported amounts of silver taken out 
secretly to avoid taxation; in consequence of which the 
authorities could never give a close estimate. 

The state of Sonora began production in 1725, when 
the mines of Planelas de la Plata, district of Magdalena, 
were opened, followed by the districts of gold and silver 
ores of Minas Prietas, district of Hermosillo. 

By this time the great district of Parral, which had 
been discovered in 1675, had developed into large camps 
and gave impulse to many other discoveries in the state 
of Chihuahua. Again, it must be said that this district 
owes much of its prominence and activity to Germans, 
Americans and English. In 1759 came the finding of a 
further rich mine in Real de Monte, through a Spaniard, 
Ramero de Terreros, who gave to Pachuca the initial 
start which to this date has made Pachuca world-famous 
as a silver production camp. In 1760 the Valenziana 
mines in Guanajuata became, through Obregon, the 
greatest mine of silver known to this continent, pro- 
ducing between 1766 and 1826 more than $225,935,736. 
This district became a center of great mining activity 
and is of great interest internationally because of the 
many interwoven interests of English and American 
capital. This century appears to have been the great 
silver bonanza age for the Spaniards. The bonanza of 
Real de Monte resulted in an output of over $15,000,000 
by 1781. In 1773 the mines of Catorce and San Luis 
Potosi were opened by Sebastian Coronada and Banabe 
Antonio de Zapada, yielding in all more than $14,000,000 
by 1782. La Purisima Concepcion mine of the same 
state began working in 1780, and in 1793, owing to the 
revolutionary tendency of the natives, the patio process, 
which had exacted many lives, was modified by the intro- 
duction of horses and mules to do the work. formerly 
done by natives. 

. During this period, also, the mines of Tlalpujahua, 
state of Michoachan, under the ownership of Juan de la 
Borda, had yielded an enormous amount of silver. From 
1743 to 1751 the output of one mine alone was $18,- 
000,000. Attention is called to this district because of 


*Ramerez, “Riquezg Minera de Mexico.” 
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the subsequent development of the great group of gold 
mines of Dosestrellas and the mines of El Oro, two miles 
distant, which owe their development to the initial dis- 
covery in Tlalpujahua. 

At the beginning of 1800 the Spaniards had reached 
the zenith of their wealth and productive capacity. The 
yearly production of this period was about $27,000,000 
up to 1810, when the War of Independence began and 
production fell to less than $5,000,000 per year, until 
the expulsion of the Spaniards in 1821. During this 
period of the War of Independence many mines had been 
abandoned and allowed to fill up with water, until Eng- 
lish capitalists were induced by liberal laws to begin the 
rehabilitation of the principal mines of Mexico. 


The Independence Period 

The Independence or British period of mining in 
Mexico dates from 1822 to 1875. The mint record of this 
period is: Silver, 797,055,080.71; gold, 47,327,327,383; 
copper, 5,272,855.93. 

The national congress of the new republic, which 
assembled in Guanajuata in 1823, decreed a mining law 
which allowed foreigners to enter into the development 
of the mines of Mexico and abolished many of the pro- 
hibitory taxes and Spanish monopolies which had pre- 
vented, up to that date, a vigorous development of all 
the mines. About this time English capitalists began to 
invest heavily in the mines of Mexico, one of the earliest 
companies being the United Mexican Mines Association, 
which owned large mines in many states and continued 
operations up to 1907, their business comprising a period 
of over eighty years. They owned the great mines of 
Guanajuata, of the Veta Madre vein. They opened and 
developed many mines in the state of Mexico, the mines 
in Zacatecas Sombrerta, in Chihuahua, Jesus Maria, in 
Oaxaco, Hidalgo, Michoachan, in the state of Mexico, in 
Guerrero and the mines of Coronella; while in Mexico 
City they established a refining plant and were put in 
charge of the minting operations. 

Another great company was the Anglo-Mexican, 
which became the owners in Guanajuata of the great 
Valenciana and Mellado veins. At Zimapam many mines 
were developed by them, as well as at Catorce, in con- 
junction with the Real de Monte Company of Hidalgo. 
They developed the mines in many districts of the state 
of Michoachan, and were closely affiliated with the 
Tlalajuhua Mining Company, which opened over eighty- 
two mines in the latter district and seven mines in El 
Oro, which have become the most important gold pro- 
ducers of Mexico at the present time. 

By 1828 eight large English companies were opera- 
ting with a capital of £3,000,000, two American compa- 
nies, one of Baltimore and another of New York, with 
very small capitals with mines at Temascaltepec and a 
German company of Elberfeld, capital approximately 
$128,000, mining at Temascaltepec, Los Arcos, state of 
Mexico, and at Angangeo, near Zitacuaro, state of 
Michoachan. The English mines quickly supplanted 
their Spanish predecessors, often acquiring mines with 
them as associates, oftener without. To these great 
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English miners is due the development in Mexico from 
1820 to 1875. They introduced machinery and new 
methods of mining. Distances and hardships never dis- 
couraged British capital and perseverance. From Vera 
Cruz to Pachuca, over the mountains and valleys, pump- 
ing machinery was transported by men and horses. At 
Sultepec and at El Oro, the great gold camp, machinery 
was brought from St. Louis, Mo., by wagon and cart, 
thousands of miles, as well as at Guanajuata, state of 
Guanajuata, for the pumping out of those mines. Many 
of the first British pioneers and speculators were thus 
ruined by the heavy transportation charges and misman- 
agement of their properties by the men sent out. Their 
successors, however, reaped the beneficial results of 
these expenditures, and throughout the republic they 
replaced the crude methods of the Spaniards by machin- 
ery and the best kind of hydraulic apparatus. Wherever 
Spaniards or Mexicans had worked these companies 
replaced them and discovered new mining territories. 

In order to follow fully this period of the develop- 
ment of the mines of Mexico, as well as to make clear 
the following narratives, the mines are classified into 
eight groups. They are nearly all located near the top 
of the western slope of the Cordilleras. The first of these 
groups has been very productive, and embraces the dis- 
tricts contiguous to Guanajuata, comprising the mines 
of Valenciana, Villalpando, Cata, Mellado, Laluz, those 
of Charcas, Catorce, Aguascalientes, Aseatos, Ibarra, 
Fresnillo and Sombrereta. The second group comprises 
the mines situated west of the city of Durango as well 
as those of Sinaloa. They include the gold mines in the 
vicinity of Altar, discovered in 1834 and 1844. San 
Ildefonso de la Cieneguilla, San Francisco, San Dimas, 
Guarosamay and many others, such as San Jose de 
Mulatos, northeast of Alamos, due west of the Jesus 
Maria mine in Chihuahua and Guanacevi. The third 
group is that in the northern part of Mexico, embracing 
the mines of Chihuahua, Cusiguiriachi, including such 
mines as those of Parral, San Eulalia, Botopilas, and 
extending between the 27th and the 28th degree north- 
ern latitude. The fourth and fifth groups are found 
in the northeast of Mexico and are formed by the 
mines of Real de Monte, Santa Gertrudes, La Blanco of 
Pachuca, Zimapam, the great mines of El Oro, Tlala- 
juahua, Temascaltepec, Anganeo and Tezhuitlan Copper 
of the state of Puebla. The Bolannos mines of 
Jalisco, the group of mines near Ameca Ameca and 
Hostatipaquillo may be considered the center of the 
sixth group. Tasco, Guerrero and the great mines of 
Oaxoca, including the entire region to the isthmus of 
Tehuantepec, with Tabasco, make up the eighth group. 

These eight groups, into which the mining districts 
were divided during this period of development, occupy 
a space of twelve thousand leagues, one-tenth of the 
whole republic of Mexico prior to the war of 1848. 
Laluz of Guanajuata was opened about 1840, and from 
1843 to 1847 came into bonanza, becoming one of the 
most famous districts of Guanajuata. It is at the pres- 
ent time one of the best producers of that state. 
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During this period mines previously discovered were 
developed, and much new territory was added to the 
mines of Mexico, especially in Durango, Chihuahua and 
the state of Mexico. During the French intervention, the 
mining development of Mexico did not make much 
progress, though the French engineers made a great deal 
of headway in the then established districts, especially in 
the development of the great opal mines, at Queretaro. 

To a German, Jacob Kuechler, belongs the honor of 
the first exploitation, in 1866, of coal at Sabines, Coa- 
huila, which subsequently became great coal mines. The 
anthracite mines of Sonora came into notice about this 
time, though developed at a much later date. With 
1870 begins the development of the rich gold veins of 
Real del Castillo, in Lower California, which, in 1873, 
was followed by the discovery of cinnabar and other 
quicksilver ores at Huitzuco, in the state of Guerrero. 

Briefly stated, in the Colonial or Spanish period, 
1537 to 1821, there was produced silver to the amount 
of 2,082,260,657, gold 68,778,411, copper 542,892, making 
a total of 2,151,581,961. 

During the Independence or British period, 1822 to 
1875, there was produced silver to the amount of 797,- 
055,080, gold 47,327,383, and copper 5,272,856, making 
a total of 849,655,320. During this latter period the 
mining laws were greatly modified. In 1822, reductions 
took place in taxes, from nineteen per cent. to two per 
cent. of the ad valorem value of the ores. Coinage fees 
were reduced to twenty-five cents per mark of silver. 
From 1822 to 1828, two new mints were added to the 
seven previously created by the Spanish government. 

*In 1857 the different states were empowered to 
create their own mining laws, which, however, were so 
damaging to the mining industry of Mexico that in the 
latter part of 1883 the Federal Government again as- 
sumed control of all the mines, and upon recommenda- 
tion of an expert commission reformed the mining laws 
of Mexico. 


The International Period 

The Republic or International period mining in 
Mexico runs from 1875 to 1911. (British, American, 
French and German domination.) Coinage record of this 
period: Silver, 757,507,434; gold, 104,181,210; copper, 
1,321,548; nickel, 5,437,714.25; bronze, 1,241,418.90. 
Total, 1,537 to June 30, 1912, as per Mexican author- 
ities. Gold, 220,287,004; silver, 3,636,823,171.91; cop- 
per, 7,137,287.73; nickel, 5,437,714.25; bronze, 1,537,- 
435; total, 3,871,243,213. 

With the presidency of Porfirio Diaz was inaug- 
urated the greatest development of mines and mining in 
Mexico. From 1875 to 1880 Mexico produced in silver 
and gold approximately 103,000,000, owing to the rapid 
increase of foreign capital investments. By 1878, the 
United States had become, through the development of 
its own mines and varied experiences of its miners and 
engineers, so powerful that they were in a position to 
undertake a prominent part in the development of the 
Mexican mines and the shdping of the future history of 


*Martinez E. Baca, “Resenna Historica de la Legilacion 
Minero de Mexico.” 
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that country. In 1878, Nestor Arreola and Purcell of 
Saltillo established the great camp of Sierra Mojada, 
which brought in its train the development of the state 
of Coahuila and of the Laguna districts. The copper 
mines of Concepcion del Oro, the Torreon Smelter, 
Monterey Steel and Iron Company, and the groups of 
mines owned by Milmo Kelly’s Madero’s and others are 
traced directly to the activity developed by this silver 
discovery. 

Edwin Ludlow in 1884 inaugurated a most interest- 
ing period in Mexican mining by undertaking, for an 
American company, the first successful borings of the 
coal deposits in the upper cretaceous (Lamarie) forma- 
tion. To this engineer and his company are due the 
great coal and coke industry of Mexico, and the subse- 
quent results in the building up of her iron and metal- 
lurgical industries. By 1899, this engineer and his asso- 
ciates had fully inaugurated the exploitation and develop- 
ment of the coal basins of Fuente, Sabinas and Las 
Esperanzas, Coahuila. The production, shown by the 
export figures, in 1895, is placed at 61,688 metric tons; 
from 1895 to 1904, 5,298,894 tons; and in the year 1907 
the production alone was 1,265,790 tons, with over 22,280 
tons of coke. 

Copper had been mined in Mexico in small quanti- 
ties from the beginning of time until the great house of 
Rothschilds of Paris, in 1885, began the development of 
the copper mines of Boleo, San Rosalia, Lower Cali- 
fornia, subsequently purchasing the Inguran mines, state 
of Michiachan. The tonnage of copper in 1879 was cal- 
culated at 400 metric tons and had reached by 1910 
3,809,246 metric tons, making Mexico rank second as 
the world’s producer of copper. This was followed by the 
copper development in 1890 at Concepcion del Oro, state 
of Coahuila, and several years later by the opening of 
the mines of Cananea, district of Arispe, state of Sonora, 
and the Pilares mines in the district of Moctezuma. In 
1895 the Mexican copper output was only 11,620 long 
tons. Ten years later it exceeded 55,000 tons, a growth 
of practically over five hundred per cent. in a single 
decade, to which Cananea, Moctezuma and Chihuahua 
mines, and Tezuitlan, Puebla, were the greatest con- 
tributors. 

By July, 1906, the mines in Mexico were as follows: 
Copper, 956; iron and copper, 209; copper, lead, 25; 
silver, copper, 773; silver, copper, lead, 310; gold, silver, 
copper, 1,314; a total of 35,087 copper mines and mines 
of cupiferrous values. Through protective tariff legisla- 
tion in the United States in 1890, by the McKinley bill, 
the silver lead smelting industry was established in 
Mexico. It grew up into one of the most powerful 
mining industries of .Mexico, by the establishment of 
smelters in Monterey, Aguascalientes, San Luis Potosi, 
Villadenna, and subsequently Chihuahua, Torreon and 
Durango. Mr. M. Elsasser, a mining engineer, and Cork- 
son & Co., of London, in 1893, began the building up of 
the antimony industry in Mexico. Smelting of antimony 
was inaugurated in the republic in 1902, and while the 
exportation of the metal had dwindled into insignificance, 
by 1910 the output of antimony metal had attained such 
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proportions as to put Mexico in the premier position 
among the world’s producers of this metal. 

The. introduction of cyaniding, about 1895, for gold 
and silver through the MacArthur-Forest cyanide process, 
in a great measure replaced the patio process and made 
possible the great advances in mining still going on in 
Mexico. Its first practical test was given through 
Carson, under the management of the Haggin-Hearst 
interests, at El Oro, to whom the credit of this develop- 
ment must be given and the subsequent rise of this 
camp. During the period of thirty-one years, up to 
1909, Mexico produced $1,000,000,000 of gold and the 
gold increase rose from 13,000,000 per year to 62,271,000 
during the year 1908 to 1909. 

At Guanajuato, under the leadership of American 
capitalists and J. B. Empson, the practical extraction of 
the gold and silver ores of that camp were fully demon- 
strated, and at the same time Santa Gertrudes Pachuca 
obtained such results both in cyaniding and fine crushing 
as to give a renewed impulse to the mining of silver in 
both camps. 

During the next ten years the petroleum industry 
came to the notice of American and English oil experts 
and received renewed impulse through them, after va- 
rious failures by others, to such an extent that it is easy 
to predict that Mexico very soon will outrank every 
other country in the production of fuel oil. Prior to 
1900, under the name of chapopote, fuel oil was known 
extensively to many. As early as 1872 John C. Spear, 
on the geology of Tehuantepec, had already indicated the 
existence of~oil near the River Coachapan. Prior to, 
1900 attempts were numerous. Much had been discov- 
ered and worked on a limited scale, but the great success 
of oil in Mexico must be ascribed to the first successful 
efforts and work done by Doheny and the Mexican Pe- 
troleum Company in February, 1901, when they began 
the preliminary exploration in the neighborhood of 
Ebano, in the limits of the states of San Luis Potosi 
and Vera Cruz, simultaneously with the work of the 
engineers of Sir Wheetman Pearson & Sons. 

On December 24, 1901, the federal government, de- 
siring to stimulate exploitation and exploration of oil, 
issued a decree giving permission to exploit the free 
federal lands, issuing patents and privileges of such a 
character as to encourage at once a start and an immense 
development of this oil industry. In 1902 the great 
English company, 8S. Pearson & Son, now known as the 
Anglo-Mexican, began work on the Isthmus of Tehuan- 
tepec, near Haltipan, San Cristobal, also extending the 
work to Sayula. Other geological and prospecting work 
was continued by this company through 1905 and 1906 
at Sarlat and Tuxpan, as well as at Tumbadero, Tanguijo 
and Cerro Viejo. In 1905 they built the first refinery at 
Minatitlan. Subsequently this company opened wells 
in the region of Cubas or Furbero, Canton de Papantla. 
It is impossible to give sufficient credit to these two com- 
panies, their engineers and associates, who have expended 
immense sums of money in exploitation for oil, and who 
have in consequence built up an industry in Mexico, the 
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efficiency and output of which will soon rank first:in the 
world. 

The period of 1900 to 1910 brought the greatest 
progress in the utilization of water-power and electrical 
transmission in Mexico. At Necaxa, 171 miles from El 
Oro, a great power plant has been established of over 
100,000 horse-power capacity, of which El Oro is con- 
suming over 30,000 horse-power to run their machinery. 
This same company has successfully inaugurated elec- 
trical power in Pachuca, Hidalgo, and many mines are 
effecting great savings by employing this power. 

In Guanajuato, through the enterprise of Americans, 
the camp has taken on a new lease of life and many 
mines which were unproductive have become, through 
this utilization of water power, effective producers. 
These new developments have also brought activity in 
Oaxaca, Chihuahua, Durango, Zacatecas, Temascaltepec 
and Sultepec. 


The Revolutionary Period 

The revolutionary or transition period of mining in 
Mexico began in 191l—and still exists. Coinage, esti- 
mated, 7,000,000; paper currency, 500,000,000. 

In the latter part of 1910 the revolution in Mexico 
broke out. The most striking feature of Mexican min- 
eral production at the outbreak was the increase in the 
output in the base metals and non-metallic mineral sub- 
stances. Raymond and Ingles pointed out that the 
history of four centuries of mining on this continent 
emphasizes a great principle of economics, namely, that 
while mining in new regions is originally inspired by the 
desire to obtain precious metals, no permanent industry 
is establshed until mining of base metals and of the 
bulk minerals, especially coal and oil, is begun. It 
may be pointed out further that internationalization of 
the mining industry in Mexico will not become fully 
effective until the productive groups are so strong as to 
be able to dictate the proper laws, governing the mining 
of base metals and non-metallic substances in the re- 
public. 

Up to the latter part of 1912 the revolution had 
very little effect on mining in Mexico. The eleven 
months in 1912 show exportations of gold 49,000,000, 
copper 35,200,000, silver 89,500,000, lead 6,100,000, zinc 
930,000 pounds and antimony 1,890,000 pounds. After 
this period almost a complete cessation of mining took 
place. Minting was almost stopped and the country had 
recourse to the issuance of paper currency. Two indus- 
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tries, however, still maintained a strong activity—copper 
and oil. Oil by 1907 had reached the production ca- 
pacity of 1,000,000 barrels and the output continued to 
rise rapidly, so that in the year 1913 the Mexican ex- 
ports reached 16,762,904 barrels of crude oil, and its 
development continued through every phase of the rev- 
olution. No fewer than 164 companies had come into 
existence by 1913 to develop oil, their combined capital 
exceeding $300,000,000. Through 1915, 18,675,027 barrels 
were exported, with an estimated production of about 
24,500,000 barrels, and at the end of last year, or there- 
abouts, the great well of the Mexican Petroleum Com- 
pany was brought in with a reported flow exceeding the 
entire daily output of the whole state of California. The 
oil industry in Mexico has been almost entirely developed 
by American and British companies and both methods 
and appliances are as a rule American, as are most of 
the men in charge of the operations. 


The Pressure of the Economic Units 


The recognition by the American government of 
General Carranza inaugurated a new mining phase in 
Mexico. A careful review of the -economic history of 
mines in Mexico proves conclusively the almost complete 
internationalization of that industry in Mexico. It may 
be stated, though not guaranteed to be true, that Ameri- 
can productive capacity controls about thirty-five per 
cent. of all mining enterprises, British thirty-three per 
cent., French, German and Dutch twenty-three per cent., 
and the remainder Mexico and other countries. The 
political revolution in Mexico will have far-reaching 
effect on the economic future of mining and the inter- 
national groups.- A further contributory factor must be 
the great war in Europe. 

The political boundary of the United States and 
Mexico is the Rio Grande River, but it is quite ap- 
parent that the economic demarcation of the two coun- 
tries is the Tropic of Cancer. The pressure of the eco- 
nomic masses, the Drang der Masse as the Germans so 
effectively defined it, has become so persistent and 
vigorous as to make imperative the entire revision of 
the laws governing mining in Mexico; and should the 
governing units in the United States and Mexico not be 
able to unite on a basis satisfactory to the productive 
elements of both countries they may find in the epigram 
of Madame Pompadour’s “Apres-moi le Deluge” (“After 
me the deluge”), a probable ending of their endeavors to 
bring this revolution to its closing period. 
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Financial Resources of the United States 
for War Purposes 


Prospect of Eventualities with Mexico Regarded with 
Equanimity from the Financial Viewpoint, by Wall 
Street and Government Officials—Bond Issues 
Would be Readily Taken—Additional Taxation 
Probable. 


By I. NEWTON HOFFMANN 


\ N 7 HEN President Wilson issued orders for the 
mobilization of the National Guard, and devel- 
opments in Mexico strongly suggested that the 
United States was likely to engage in actual warfare, 
the attention of bankers was immediately directed to the 
' problems of financing such a conflict. During the past 
two years Wall Street has learned to look upon a “war 
loan” as unconcernedly as in the past it has viewed the 
flotation of bonds by a first-class railroad. This fact— 
this change in attitude—explains in a measure at least, 
the reason why bankers in New York and elsewhere took 
so coolly the prospect of the United States Government 
resorting to some war financing of its own. 

Contributing to the general belief that financing a 
war with Mexico is comparatively an easy matter, are 
these outstanding facts: First, the credit of the United 
States stands higher than the credit of any other nation 
of the world; second, the financial condition of the coun- 
try is such as to make readily available large sums of 
money for use by the government; third, the banking 
situation is particularly strong and can be relied upon 
to aid in any plan for financing a war; fourth, the public 
is prosperous and is seeking opportunities for investing 
its recently-made profits in substantial securities of 
known worth and standing; and fifth, the belief that a 
war with Mexico would be one of short duration and 
entail a comparatively small expenditure. 

In the opinion of leading bankers the prospect of a 
war with Mexico does not portend any difficult financial 
problems. The necessary cash can be easily raised, they 
say, by the sale of United states government bonds, 
whether they be the Panama Canal three per cents., a 
new issue of securities, or one-year treasury certificates 
of indebtedness. A canvass of the better-known New 
York financiers elicited the information that in their 
opinion, the United States government could easily dis- 
pose of one hundred, two hundred, or even three hundred, 
million dollars’ worth of bonds at three per cent. or a 
shade higher. The opinion was unanimous that an 
amount not in excess of $100,000,000 could be raised 
at three per cent., but it was believed in many quarters 
that a larger issue might necessitate the payment of a 
higher rate of interest. 

In view of the belief that the war would be a brief 
one, many bankers and bond dealers suggested that the 
government issue three per cent. one-year notes. These 


would be more readily sold than long-term obligations 
and there would be a general demand for this form of 
security by banks seeking investments. It will be re- 
called that in 1907 the then Secretary of the Treasury, 
Mr. Cortelyou, put out $2,000,000 of these three per cent. 
certificates. The demand for them was very great by 
reason of the fact that they carried the circulation 
privilege; but despite the fact that at present such 
certificates would be issued without the circulation 
privilege, there is reason to believe that the notes would 
be in keen demand and would be promptly taken up by 
bank and other investors. 

In addition to the sale of bonds, the government 
could impose additional internal revenue taxes, as was 
done at the time of the Spanish-American War. The 
chief feature of the 1898 legislation was the tax on 
ehecks, notes, bills of lading, ete., practically all of 
which has been recently reproduced, with some addi- 
tions, in the War Revenue Emergeucy Act, passed in 
October, 1914. The only stamp tax omitted from that 
act was the tax on checks. The reason for the omission 
was the desire of Congress not to impair or restrict the 
use of checks at a time when actual currency was scarce 
—a condition of affairs existing at the outbreak of the 
European war which called for the issuance of emergency 
currency and clearing house certificates. “ 

It is not improbable that should Congress take up 
war revenue legislation now, it would impose a tax on 
checks and ‘also place a duty on tea, as it did during 
the Spanish-American War. A duty of one cent a pound 
on tea would net the government about $10,000,000. A 
tax on coffee would be considerably larger and it is quite 
likely that one would be imposed in the event that Con- 
gress decided to levy additional import taxes for the 
purpose of financing a war with Mexico. 

The interest-bearing debt of the United States is the 
Its total hardly approximates 
the aggregate of the few foreign government loans 


smallest of any nation’s. 


floated in this country since the beginning of hostilities 
in Europe. 
numerous war loans issued by Great Britain, France, 


The total is less than the average of the 


Germany and the other belligerents during the. past 
two years. 

According to the annual report of the Secretary of 
the Treasury, the interest-bearing debt of the United 
States on July 1, 1915, amounted to $969,759,090, di- 
vided as follows: 


$730,882,130 
6,441,600 
113,945,460 
118,489,900 


2 ~=per cent. bonds 
postal savings bonds 


$969,759,090 
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‘ The Secretary reports that the total of the interest 
charge on this indebtedness is $22,936,642 per annum, 
making the average cost of carrying the debt 2.365 per 
cent. 

Just what form the new bonds would take, if any 
are issued, is problematical, but indications point to the 
probable sale of some of the Panama Canal bonds, which 
have been authorized by Congress, but not yet issued. 
On the other hand, it has been suggested that in the 
event of war financing the Administration in Washing- 
ton may decide to put out a special war bond, offer it 
for public subscription at par, and use every means at 
its command to operate the loan as a tool designed to 
arouse patriotism—a movement which would no doubt be 
popular by reason of the general agitation regarding 
preparedness, Americanism, anti-hyphenism, ete. 

In this connection attention should be directed to a 
number of facts not usually known or remembered. At 
the time of the Spanish-American War, when the treasury 
sold $200,000,000 of three per cent. bonds, the total of 
public subscriptions, at par, aggregated over $1,000,- 
000,000. This fact is regarded by many as an indication 
of the popularity of United State government securities, 
and also as a criterion of the extent to which public 
enthusiasm may be aroused. 

This is only partly true. The fact of the matter is 
that at the time when the treasury was selling three per 
cent. bonds at par, brokers in Wall Street were offering 
103, and purchasers who received their bonds in Wash- 
ington made a quick profit by selling them. 

Moreover, when it is reported that about 300,000 
individual subscriptions were received by the Secretary 
of the Treasury, one must not be misled in believing 
that actually that number of citizens, of their own free 
will, decided to buy United States securities. The truth 
in this case was that many wealthy persons, such as 
presidents of railroads and banks had used ‘“‘dummies”— 
in other words, they had every clerk and office boy in 
their employ send in subscriptions. Wherever it was 
found that subscribers were not acting in their own in- 
terest, the Treasury Department rejected their applica- 
tions. 

The question suggests itself: Should the govern- 
ment insist upon selling its bonds at par to the public, 
or should it advertise for bids and make awards to the 
highest bidder, according to the practice followed by 
states and municipalities? No doubt, the query is sus- 
ceptible to argument, but it is reasonable to suppose that 
the present Administration would certainly favor public 
subscriptions, inasmuch as that arrangement would as- 
sure the “pee-pul” that Uncle Sam’s bonds would not be 
thrown into the hands of “Wall Street” interests. 

The sale of United States government bonds would 
not be handicapped by the offer of foreign government 
securities, paying a higher rate of interest.” United 
States government securities would appeal to an entirely 
different class of investors, Exemption from Federal in- 
come and all other taxation is a strong point in their 
favor, for in many cases this exemption would be an im- 


portant consideration. 


The principal purchasers of the foreign government 
bonds have been the munition manufacturers and the 
large city banks. The purchasers of United States bonds 
would probably be small investors, as well as all classes 
of banks, including the Federal reserve institutions. 

A number of institutions in New York City and else- 
where have consistently adhered to the policy of not 
participating in any of the foreign belligerent govern- 
ment loans, and they would in all probability take part 
in any scheme of financing undertaken by the United 
States government. 

Thus far neither President Wilson nor Secretary of 
the Treasury McAdoo has indicated what steps would 
be taken in regard to financing a war with Mexico. As- 
sistant Secretary Malburn, however, has given out an 
interview to the effect that the government would have 
sufficient funds to carry on a war for a number of months 
without being compelled to resort to extraordinary 
methods for raising money. By July 1 the treasury ex- 
pects to collect about $90,000,000 in income tax receipts, 
the greater part of which could be expended easily in 
war operations. The government officials estimate con- 
servatively that war with Mexico would cost about 
$10,000,000 a month. The remainder of the income tax 
collections would be sufficient to carry on such operations 
for nine months. At the end of that time, it is asserted, 
the greater part of the war would be practically over. 

The income tax has this year amounted to over 
$44,700,000. The $90,000,000 more expected from it will 
swell these revenues to the total of about $125,000,000. 
The net balance in the treasury at the present time, 
according to McAdoo’s new form of statement, is $147,- 
000,000. This includes $52,500,000 of national bank note 
redemption fund and a total of $57,400,000 which has 
been deposited to the credit of the disbursing officers of 
the government. Subtracting these two funds there still 
remains a net balance clear of $37,000,000 or more. But 
the funds deposited to the credit of the disbursing officers 
still are the property of the Federal government and may 
be used for the expenses of the government, even though 
they have been segregated from the other funds owned by 
the government. The national bank note redemption fund 
also may be used by the treasury whenever needed, ac- 
cording to an act of Congress, leaving the national bank 
notes redeemable by them outstanding to the credit of 
the government. Therefore, the government may law- 
fully use this additional $109,900,000 should the need 
arise. 

Mr. Malburn has also pointed out that the current 
expenses of the government have been less than the cur- 
rent revenues during the past four months. The rev- 
enues have been less prior to this ever since the outbreak 
of war in Europe. Treasury clerks have prepared a table 
of the expenses and revenues since July 1, 1914, to 
the present time by months. This table shows that the 
revenues were far greater than expenses during July, 
1914, but the expenses were greater for every month 
thereafter until the present calendar year. The expenses 
were greater than the revenues during January last, but 
this condition was reversed the following month. 
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SUCCESSFUL solution of Federal reserve prob- 
A lems is dependent equally upon a thorough’ under- 

standing of the many features of detail involved 
in the technique of banking and upon a strong grasp of 
the big and fundamental objects for the accomplishment 
of which the system was created. 

I am particularly anxious to speak te you about 
the broader and more fundamental questions involved, 
for there is an indefinite feeling of apprehension in my 
mind that at this time we may be losing the big point 
of view of financial statesmanship, and that petty and 
technical questions may be claiming, perhaps, too much 
of cur consideration. 

While in South America, I had an opportunity to 
get a bird’s-eye view of the operation of the Federal 
reserve system. With the keenest enjoyment and pride 
I saw our system hitting its mark many thousands of 
miles away, and became deeply impressed that we are 
now firmly establishing ourselves as a great financial 
power in the world’s market. Upen my return, I felt, a 
very chilling change of atmosphere, when I met Ameri- 
ean bankers appearing to hold the view that the future 
of our great monetary and banking system depends upon 
the question whether or not a country bank might charge 
exchange of one-tenth of one per cent. when remitting 
for checks drawn on itself! 

The banking system of a world power cannot pos- 
sibly be constructed upon so small a foundation. 


Acceptances and Foreign Business 

One of the mest tangible results of the operation of 
the Federal reserve system is the establishment and 
growth of the American bankers’ acceptance business. 
We have now a substantial market for bankers’ accept- 
ances to which all member banks will look for the invest- 
ment of some of their idle means and in which, at any 
time, they may reconvert these holdings into liquid 
funds. The more important this market grows, the 
stronger will be the position of the Federal reserve 
banks, for the greater or lesser volume of purchases of 
such acceptances will offer one of the Federal reserve 
banks’ most effective means of exercising a wholesome 
influence upon the fluctuation of interest rates. As nor- 
mal conditions are re-established in the world, this ac- 
ceptance market will become an important factor in 
protecting our exchange position with foreign countries 
and, incidentally, our gold holdings. 

One of the obstacles that made the start of the sys- 
tem difficult was found in the fact that many acceptances, 
which are made for the purpose of financing importations 
and exportatiens, have to be drawn and sold in foreign 
countries. In order to make them negotiable in those 
countries as a popular and current means of exchange, 
it was first necessary to find banks there, which would 


*Before the convention of the New York State Bankers 
Association, June 9, 1916. 
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be willing to purchase them freely whenever offered. It 
is unnecessary to say that European banks operating in 
these foreign fields were not over-anxious to see American 
bankers enter a business which they themselves monopo- 
lized up to the beginning of this war. It is only since our 
own banks went out into foreign lands and established 
their own branches that the necessary foreign market for 
American acceptances has been developed. The estab- 
lishment of foreign branches of American banks has been 
a most important step in advance, and without it our 
acceptance system could not have progressed as far as 
it has today. 

It is a strange fact, however, that many cf our busi- 
ness men, who enjoy the reputation of being keen and 
progressive, are actually wasting their funds by still 
using foreign acceptance credits instead of American. 
At Rio, I found to my surprise that the majority of 
American coffee importers were still using letters of 
credit in sterling for which they were paying a disceunt 
rate of about four and three-quarters per cent. as against 
the American discount rate of two per cent. Moreover, 
in doing so, they were often paying two commissions, 
one to the fereign banker who issues and one to the 
American banker who opens the credit, instead of paying 
a single commission to the American banker. 

Let me venture to urge most earnestly that our 
bankers canvass their lists of importing and exporting 
firms and point out to them the folly of not using Ameri- 
can banking facilities. Since my return I have tried to 
see personally some of these large importing firms and 
explain to them the anomaly of their action. 

While our foreign competitors, with few noteworthy 
exceptions, are still trying to keep our dollar acceptances 
in obscurity, our machinery is now firmly organized. 
There are now local banks almost everywhere abroad 
willing to buy American drafts going forward for accept- 
ance and to deal in dollar exchange on practically the 
same narrow margin which prevails in dealings in 
sterling, marks or francs, and the Federal reserve banks 
are willing, whenever desired, to do their share by quot; 
ing favorable “forward discount rates” to assure the 
rate of discount pending the time of transit. This new 
feature of American banking, which is to be one of the 
roots of our strength and, at the same time, a new sourge 
of profitable and sound banking, ought to be developed 
energetically by beth our bankers and our business men. 

The Board has recommended that Congress permit 
member banks to give their acceptances not only for the 
financing of transactions invelving importations and 
exportations, but also to a limited degree and under the 
supervision of the Federal Reserve Board for bankers’ 
clean three months’ drafts, such as are required in for- 
eign countries for remittances abroad. As most of you 
know, in South America, such remittances to foreign 
lands are generally not made by checks but by three 
months’ drafts, and it is necessary that national banks 
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be permitted to accept for this kind of foreign exchange 
transaction, if the dollar bill is to be used as freely in 
foreign lands as is the sterling, the franc and the mark 
exchange. 


Domestic Acceptances 
Turning to amendments touching domestic opera- 
tions, we have recommended that national banks be per- 
mitted to accept drafts or bills growing out of trans- 
actions involving the domestic shipment ef goods, pro- 
vided shipping documents are attached at the time of 
acceptance, and drafts and bills which are secured by 
warehouse or similar receipts covering readily market- 
able staples, or by the pledge of goods actually sold. 
We feel confident that, by enlarging the powers of 
national banks te accept in this manner we shall open 
for our member banks a new and profitable field of 
operation, and incidentally the free development of this 
kind of bankers’ domestic acceptance will be an im- 
portant factor in equalizing interest rates in the various 
parts of the country and will be of great benefit in this 

respect alike te producer and consumer. 


National Bank Branches 

We have also proposed an amendment authorizing 
any national bank, located in a city of more than 100,- 
000 inhabitants and possessing a capital and surplus 
of $1,000,000 or more, to establish branches within the 
corporate limits of its city, and authorizing any na- 
tional bank located in any other place, with the ap- 
proval of the Federal Reserve Board, to establish 
branches within the limits of its county or within a 
radius of twenty-five miles of its banking house, ir- 
respective of county lines. In recommending the county 
line for branches, the Board was moved by the thought 
that it might be found convenient for several small 
banks doing business in the same county to combine 
into one larger bank, thereby reducing the overhead 
charges and making the deposits of one part of the 
country available for the demands in another. It is 
the hope of the Board that in some districts, through 
such co-operation, it will be possible to reduce the 
exorbitant interest rates which, in some instances, have 
been charged by small country banks. The Senate com- 
mittee has stipulated that, for the beginning at least, 
the number of branches of a national bank shall be re- 
stricted to ten. 


Loans on Real Estate 


We have further recommended to Congress that 
any national bank, not situated in a central reserve 
city, be permitted, within the same limits now existing 
for loans on farm lands, to make advances maturing in 
not over one year on improved real estate located any- 
where within a radius of one hundred miles of its place 
of business. While the Board does not favor the idea 
of having national banks make heavy investments in 
mortgages, it was felt that they should not be pre- 
cluded from taking, within certain reasonable limits, 
first mortgages as collateral security for their loans. 
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These are the additional powers that we have 
recommended to be given to national banks. As to the 
Federal reserve banks, we have suggested that Congress 
permit them to make advances to their member banks 
on the latters’ own notes secured by eligible paper, 
such loans to be for periods not exceeding fifteen days. 
This has been done with a view to enabling Federal 
reserve banks to accommodate members who, in the 
check clearing or otherwise, might be short in their 
balances and wish to have short advances at moderate 
rates. 

We have further recommended that Congress per- 
mit Federal reserve banks to issue Federal reserve notes, 
not only against commercial paper, but also against the 
deposit of gold. This amendment, if granted, would 
greatly strengthen the lending power and the note issu- 
ing power of Federal reserve banks. It is the same 
method that has always been followed by banks in 
Europe. These institutions are enabled, through their 
note issue, to assemble a large part of the gold of the 
country in a central reservoir. With us, up to the 
present time, this accumulation of gold has taken place 
to only a moderate extent and has not: benefited the 
Federal reserve banks to the fullest possible degree. 

These are the principal amendments recommended 
by the Board at this time. You will notice that they 
move in two directions. The one is an increase of the 
reserve banks’ general strength and lending power and 
an enlargement of their scope of usefulness in dealing 
with their members; the other is the removal of 
limitations heretofore placed upon the operations of 
national banks. The Board feels keenly that, as a 
matter of equity, national banks should be placed 
on a parity with state banks and trust companies wher- 
ever this can be done consistently with safety and 
conservative banking principles. But I wish to make 
it clear that the Board has recommended, and will 
recommend, only such measures as will eliminate old- 
fashioned or unwise restrictions such as should be 
removed under any circumstances, irrespective of . 
whether or not the state banks exercise greater or 
lesser powers. 

The Board would never recommend granting na- 
tional banks any powers or privileges which are con 
trary to good banking principles. 


Standards Should be Raised, Not Lowered 

It is to the interest. of both state institutions and 
national banks that banking standards should be raised 
wherever practicable and not that they should be 
lowered. Between the national and state banking sys- 
tems, there must not be any competition to secure more 
members by a lowering of banking standards. The 
whole country would suffer if this took place. It would 
be the height of folly if states were to lower their re-° 
quirements for no other reason than to underbid the re- 
quirements of national banks. To a certain degree this 
has been done where state governments lowered the 
reserve requirements for their banking institutions be- 
cause the Federal Reserve Act lowered the reserve re- 
quirements for national banks. The lowering of the 
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reserve requirements for national banks was predicated, 
however, upon their joining the Federal reserve system, 
subscribing to the stock and putting some part of their 
reserves into the joint insurance fund, and being bound 
ultimately to abandon the method of pyramiding re- 
serves and to keep them instead either entirely in 
metallic form or with the Federal reserve banks. ‘iii 
reserves of state institutions, on the other hand, were 
lowered without their being required to join the system, 
make any such contribution, or discontinue pyramiding 
reserves. Moreover, lower reserve requirements are jus- 
tified for member banks because they may have direct 
recourse to the rediscount facilities of the reserve 
system, but non-member banks have no such direct 
access. 

I wish I could adequately impress upon the minds 
of all our bankers that there is no such thing as doing 
anything for the Federal reserve system. Whatever 
the member banks do, and whatever the state banks do, 
they do for themselves and for the country. The Federal 
reserve system, as such, is not a self-seeking and profit- 
making organization. It belongs to the entire country. 
It is there for the benefit of everybody; for the greater 
security of the banks, and, through the banks, for the 
security of the people. If you strengthen the Federal 
reserve system, you strengthen yourselves. If you 
raise the standard of banking, it is for your own 
benefit. 

These things appear trite, but still I cannot help 
expressing them because it is so absolutely essential 
that the thought be overcome that there can be such a 
thing as a conflict of interests between the Federal 
reserve system and the banks. The Federal reserve 
system, and all it means, is felt as an opposing factor 
where it comes into conflict with bad banking practices. 


Pyramiding of Reserves 

Let us consider, as the strongest case in point, the 
pyramiding of reserves. I wish it had been possible to 
stamp out this evil within a short time after the 
opening of the Federal reserve system. As it is, many 
of the smaller banks are still in the condition of a 
patient who knows that he must undergo an operation 
in order to be fully cured, but whose mind every now 
and then rebels at the thought, and who continually 
relapses into arguing with himself that, after all, he 
might possibly prefer to continue to live with his 
disease and take his chances of the certain recurrence 
of acute convulsions and intense suffering rather than 
to have the operation performed. The country, how- 
ever, has decided that the operation is necessary for 
our future safety and growth, and the vast majority 
of our bankers are in full accord that it is the wisest 

_thing to do. The pyramiding of reserves will thus 
end on November 16, 1917. But, as I said, I wish the 
operation had already been performed. 

At present our national banks apparently have ex- 
cess reserves approaching one billion dollars. Of these, 
a substantial proportion represents items in transit be- 
tween the depositing and the depository banks; the bal- 
ance, excepting about $100,000,000 excess cash in vault 


held by all national banks outside of New York, is kept 
entirely in central reserve cities, the bulk being in the 
city of New York. There it is on deposit—drawing 
interest at the rate of two per cent.—-and loaned out on 
stock exchange and other collateral, or invested in com- 
mercial paper, except as te the required reserve of eigh- 
teen per cent. and the small total excess reserve of 
about fifty million dollars. This is a reduction of excess 
cash reserves in New York of over $100,000,000 since 
January 22. 


The Fiction of the Float 

In the final analysis, if we consider the system as a 
unit, there is not an excess reserve of one billion but 
only about $150,000,000 in cash; the balance is invested 
teday in the “float,” representing uncollected items in 
transit, commercial paper, stock exchange loans and 
securities. If we study the changes in the condition of 
the New York Clearing House national banks which 
have occurred between October 31, 1914, and May 1, 
1916, we find an increase of 842 millions in loans and 
investments and 900 millions in deposits. 

These are phenomenal increases and we might well 
ask ourselves whether or not we may take it as a cer- 
tainty that so extraordinary a growth will prove to 
have come to stay or whether a return of more nearly 
normal conditions will not bring about a contraction. 
We shceuld well consider this question, because an in- 
crease of ninety per cent. in securities and collateral 
loans—that is, an increase of over $1,000,000,000 in New 
York City Clearing House institutions—might well sug- 
gest a policy of liquidation rather than one of further 
expansion. Our national bank cash reserves in central 
reserve cities were as of March 7 twenty-two and eighty- 
eight hundredths per cent.; in reserve cities, eleven and 
fifty-three hundredths per cent., and in country banks 
nine and eighty hundredths per cent. 


Below Old Cash Reserves 

Notwithstanding that the aggregate cash held by all 
national banks increased from May, 1915, to March, 
191@ by over $100,000,000 in central reserve cities we are 
toda# materially below the old cash reserve requirements, 
and if a situation like the present had existed during 
any ante-Federal reserve system period, we should have 
considered it a cause for alarm. Thanks to the creation 
of our new banking system, we are now dealing with 
completely changed conditions, and the specter of 
the end of the lending power of the banks would 
not mean a panic as in the past because of the reserve 
lending power of the Federal reserve banks and the con- 
fidence created by their existence. But that must not 
lead us into the illusion that this billion of so-called ex- 
cess reserves may be considered as a basis for a loan 
expansion of four billien dollars or more, as appears to 
be the general belief. Theoretically there is the founda- 
tion for so large an expansion as long as we adhere to 
the old custom of counting bank balances with reserve 
agents and uncollected items in transit as reserve, yet, 
in the last analysis, it is the metallic cover—not the 
redeposited and actually invested reserves—which must 
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be considered in dealing with this question of expansion 
of loans. The ewcess of our metallic reserve, plus the 
free gold of the Federal reserve banks, constitute the 
basis of the reserve lending power of our country. 

We are at present in a condition of extraordinary 
strength. We have bought back our own securities and 
made foreign loans to an aggregate amount far in excess 
of $2,000,000,000. Our financial position for the future 
has thus been greatly fortified. But the process of ab- 
sorption of cur securities returning from abroad should 
be conducted on such basis and scope as to turn the 
individual depositor into an investor so as to free our 
gold reserves rather than increase our loans on an en- 
larged floating supply of securities. 


The Future Demand for Gold 


We must not forget for a moment that not even the 
most experienced can foretell what demands may be made 
upon us in the future. At the end of the war our oppor- 
tunities will be gigantic, but ultimately they will be 
limited by the extent te which we are able to control 
our gold. There cannot be any doubt that the demand 
for gold at that time will be very keen and determined. 
Wise statesmanship, to my mind, therefore, would indi- 
cate that everything should be done by the Federal 
reserve system and by all the banks that are interested 
in our strength to watch carefully further expansion at 
this time and to accumulate the floating geld supply in 
the hands of the Federal reserve banks so as to enable 
them, when the time comes, if necessary, to spare large 
amounts without thereby crippling their lending power. 

It is impossible to try to prognosticate with any 
degree of certainty what will be the trend of interest 
rates at the end of the war, but assuming that interest 
rates for investments in Europe will be high, and that 
the demand for gold on the part of Europe will be 
keen, we would have to expect as a consequence that 
eventually our rates will have to move up so as to ap- 
proach theirs more closely, and before we reach that 
point probably a substantial amount of our gold will 
have to leave the country and return to foreign lands. 
To preserve the advantage of our strength and to 
maintain our money rates on an independent basis of 
our own—in spite of the close inter-relation that must 
exist between us and Europe—will be one of our in- 
teresting but difficult tasks. 

The establishment of the Federal reserve system 
has been a step of inestimable value in the direction 
of efficient control of our country’s gold holdings; and, 
if we do not disregard all rules of business conservatism 
and prudence, it will prove an efficient means of pro- 
tection in case of emergencies. 

If we want more than a strong instrument of de- 
fense and protection, if we desire that the Federal re- 
serve system be the foundation of a banking structure 
contributing its full share in rebuilding the world and 
at the same time assisting our own country to meet 
all the new demands, whether domestic or foreign, that 
the future may make upon it, then we must do all we 
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can to preserve its strength and to broaden its founda- 
tion by further perfecting methods of systematically ac- 
cumulating and economically using our vast treasure of 
gold. Too large a proportion of this gold still remains 
wastefully scattered and decentralized. 

The gold stock of this country is estimated at $2,- 
320,000,000. Of this amount, only $335,000,000 is held 
in the vaults of the Federal reserve banks and about 
$180,000,000 is in the hands of the Federal reserve 
agents. The national banks and state institutions hold 
about $800,000,000, and there is estimated to be in 
actual circulation about $870,000,000. If we deduct 
from the $335,000,000 held by all Federal reserve banks 
a minimum reserve of only forty per cent. that would 
leave as their free gold about $200,000,000. This is an 
invaluable item of strength as a basis for a note issue 
of $500,000,000 in case additional currency should be 
demanded by our people; and the Board, by permit- 
ting the reduction of the forty per cent. gold reserve, 
could, in case of emergency, sanction the issue of even 
larger amounts. When, however, it comes to exporta- 
tions of gold you can readily see that the $180,000,000 
now accumulated with the Federal reserve agents would 
serve as a very welcome additional protection. For 
we have learned that this is a period of economic 
history, where balances between nations are not dealt 
with in millions, but in hundreds of millions. 


Financial Preparedness 


We talk of preparedness as the need of the hour. 
If we contemplate what European nations have done, 
before and during the war, to strengthen their grip on 
their gold, and compare it with our own efforts, we 
find that our financial preparedness is just in its first 
stages. The amendment recommended by the Board 
should prove an important step in advance in this 
direction. 

But, let me ask, is this the proper time for country 
bankers to urge us to recommend to Congress the further 
reduction of their reserve requirements or to recom- 
mend that they be granted permission to continue to 
hold a certain percentage of their reserves with their 
central or reserve city correspondents? 

Some day, no doubt, it will be proper to reduce 
reserve requirements, but that can only be brought 
about by a systematic strengthening of the central 
reservoirs. The stronger the Federal reserve banks, the 
easier the access to their resources by sale of liquid 
paper, the less will become the necessity for member 
banks to maintain in their own vaults, as a legal re- 
quirement, large segregated gold holdings. 

Steps in this direction are: first, the substitution 
of Federal reserve notes for the gold circulation in the 
pockets of the people; second, the maintenance with 
Federal reserve banks of larger member banks’ balances, 
created by depositing part of the “optional” now kept 
in vault by member banks, and, finally, the increase of 
the number of depositors to be secured through the 
entrance of the state institutions into our system. 
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State Banks Dodge Responsibility 

I want to compliment our large member trust 
companies and state banks upon the broad point of view 
which guided them when entering the system; but I 
might at the same time ask their powerful sister in- 
stitutions how, under present conditions, they can 
justify themselves in staying out of the system and in 
throwing the entire responsibility and burden upon the 
shoulders of the national banks and those few trust 
companies and state banks that have become members? 
They do not contribute their fair share of gold. to the 
general reserve fund of the nation, nor do they pro- 
vide their share of the capital of the Federal reserve 
banks. Indeed, not only do they fail to contribute their 
share of strength to the system, but unconsciously per- 
haps, they become ‘forces that make for the direct 
weakening of its strength and efficiency. 

Do the large trust companies and state banks claim 
that pyramiding of reserves is sound? Would they 
prefer to see our ancient system perpetuated and the 
reforms contemplated by the Federal Reserve Act 
abandoned so as to make room again for the good old 
conditions of 1893 and 1907? Unless they are willing 
to subscribe to that doctrine how can these large bank- 
ing institutions, some located in central reserve cities, 
justify themselves in considering as reserve, after the 
manner of the country banks, their interest bearing 
deposits with other banks? 

If a call loan on the stock exchange made by a 
trust company is not a reserve but a loan, is it sound 
banking to call a reserve deposit, made by a trust com- 
pany in a national bank a reserve, when eighty-two 
per cent. of it is loaned on call on the stock exchange? 
Still, it is just through these deposits that, in 
emergencies, the trust companies will lean on the na- 
tional banks and the national banks, in turn, will 
fall back on the Federal reserve system. The net re- 
sult is that the trust companies, in building up their 
business structure, must rely today on the greater as- 
surance provided by the Federal reserve system, though 
permitting the member banks to carry the entire burden 
of its support. Our small country banks wiil have to 
stop pyramiding of reserves; do the large ‘trust com- 
panies and state banks plan to continue this practice? 

What is it that powerful and prominent institu- 
tions (some of which, in their foreign and acceptance 
business, derive the greatest possible advantage from 
the discount market and the general prestige of the 
Federal reserve system) may say in justification of 
such an attitude? 

At first they feared that, by entering the system 
they might lose some of their present powers and 
privileges. But the Board has made regulations per- 
mitting them to continue to exercise practically all 
legitimate banking functions enjoyed by them in the 
past. 


Return on Capital 
Some of the state institutions have raised the point 
that, by joining the Federal reserve system, they would 


be called upon to make investments in the stock of the 
Federal reserve banks upon which, in the case of most 
of the Federal reserve banks, no return has as yet been 
paid. 

But, while for many reasons some of us would 
favor an amendment permitting a Federal reserve bank 
to pay back a portion of the capital paid in (leaving 
the liability upon the subscribed but unpaid capital 
otherwise unchanged) provided the member would in 
turn agree to increase its required reserve balance by a 
certain proportion of its optional balance, this ques- 
tion in itself cannot possibly be of sufficient importance 
to keep any strong state institution out of the system. 
These dividends are cumulative, and anybody having a 
moderate degree of foresight can readily appreciate 
that, sooner or later, the back dividends will all be paid. 
Even at the present low rate of return of two and four 
tenths per cent., secured by Federal reserve banks from 
their investments, they would have to employ only an 
additional sum of less than $50,000,000 for the entire 
system to earn the full six per cent. on the stock at 
present paid in. When the final installment of reserves 
has been transferred and with the return of more nearly 
normal rates of interest, there will not be the least 
difficulty for these banks to earn their dividends with- 
out investing a larger proportion of their resources than 
would be consistent with safety and conservatism. 

Let us assume, however, that joining the Federal re- 
serve system does involve certain sacrifices, some of which 
are necessary and some of which may be thought unnec- 
cessary. If you throw into one side of the scales all the 
benefits accruing to the banks and the nation by the 
creation of the Federal reserve system, and into the 
other the sacrifices to be made by its members, there 
cannot be any doubt whatsoever that the advantages 
will outweigh the disadvantages a thousandfold. 

Personally, I am on record as having opposed 
several of its features of detail. But, when the Presi- 
dent honored me by inviting me to become a member 
of the Board, I accepted because I felt that the funda- 
mental principles were sound and that the Act, as it 
stood, would redound to the greatest benefit of the 
country. I felt confident that if after sincere and un- 
biased efforts in the operation of the reserve banks, 
defects should develop that needed correction, we could 
confidently count on a patient and sympathetic hearing 
before Congress. 

The new system brings new opportunities. As an 
illustration, let me remind the country banker that his 
exchange loss will appear to him very unimportant if 
he will adopt the habit of paying for his deposits a 
fluctuating rate of interest, which should always re- 


main a certain percentage below the ninety day dis- 
count rate of his Federal reserve bank, The unreason- 
able rates paid for deposit money are a serious menace 


to the safety of our banking system and the economic 
development of our country. 
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RAILROAD EARNINGS AND RATES 


By GEO. A. POST, President Railway Business Association, at New York 
State Bankers Convention, Friday, June 9, 1916 


Those who have been so enthusiastic in enacting 
restrictive measures to avert what they deemed the 
national danger that the railways might earn too much, 
little dreamed that the time would soon come when a 
really grave national danger would be that the railways 
might not earn enough in the public interest. 

The great, crucial question pressing for solution is 
whether earnings are sufficient for railroad needs? 
Those needs are created by the demands of the growth of 
the country, by the demands of labor, which generally 
appeal to the sympathies of the public, or their fears 
lest transportation movements may be interrupted by 
strikes. These financial needs of the railway are created 
further by the demands of government for improvements 
in facilities, safety appliances, taxes, conveniences, sani- 
tary precautions, valuation appraisals, a multiplicity of 
costly inspections and special reports upon a myriad in- 
cidents of operations. 

When the railroads have gone to the body from 
which alone they may secure permission to augment their 
resources and plead their necessities, elaborate and 
long drawn-out debates have ensued as to the authority 
of the Interstate Commerce Commission to consider the 
financial results of operation in determining rate cases. 
The whole process of readjusting rate fabrics in the 
various regions has been retarded by the expressed be- 
lief of at least some of the commissioners that the Com- 
mission had no authority to sanction advances for the 
sole purpose of increasing revenues. 

Such a dispute ought not to continue. So long as 
the Commission doubts its power it will not act. It 
derives its existence and powers from Congress, of which 
it is an arm, and Congress can and should by statute 
declare it the policy of the government to permit such 
a system of rates as will yield earnings sufficient to at- 
tract investment for improvements and extensions. 

Congress would thereby in effect announce the rule 
fair to all railroads: “If you fail on rates which enable 
the average road to live and prosper you ought to fail, 
and the government will not protect you against failure; 
if on rates under which the average road can live and 
prosper you can earn large dividends your right is to 
earn them, it is in the public interest that you should 
earn them, and the government will protect you in their 
enjoyment.” Public opinion brought to bear upon Con- 
gress can bring about such an enactment. 


Financing of Public Utilities 


I know that many thoughtful minds are giving voice 
to conflicting theories regarding the proper financing of 
our public utilities. Some would absolutely limit all 
profits, while making no guarantee against loss. Some 
would limit profits, but guarantee a minimum dividend 
by the government to subscribers to stock, the govern- 
ment to take all above the maximum dividend allowed. 
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The guaranteed minimum has been suggested as three 
per cent. and the maximum as six per cent. 

“Such theories are repugnant to what I conceive 
America to be. My soul revolts at the thought that this 
country, the land of opportunity, the land of great risks 
and great rewards, shall say to investors, inventors, ex- 
ecutives and the rank and file of workers in the railway 
realm: “We insure you against failure, but we estop 
you against great success!” If that is to be the shib- 
boleth of America regarding its railroads, soon all enter- 
prises of importance would be included in the propa- 
ganda. Under such conditions what a farce would be 
the celebration of the Fourth of July! We may no 
longer tell our children that illimitable opportunities 
beckon them to a future of adventure, fortitude, courage 
and hard work, with risks appalling but reward possible 
that shall make them famous and rich. 

How shall we spur on the naturally lazy and shift- 
less or curb the reckless if they are sure of being three 
per centers without determined effort or the exercise of 
prudence? How shall we keep blazing the fires of am- 
bition in eager souls if naught of brilliance, indefati- 
gable energy, thrift and self-denial can overleap the 
hurdle of a beggarly six per cent. return for the best 
there is in them? How can capital be lured from its 
hiding places in vaults to build railroads and factories, 
tunnel the mountains or develop mines if the possible 
rewards are not commensurate with the risks? How can 
we raise industrial giants and inculcate intrepidity of 
comercial spirit on a six per cent. diet? 


Roast Beef for the Lifters 


Is it to come to pass that in America we shall put 
genius in shackles and put a premium on inefficiency? 
Who is going to sing “America, I love you!” on an as- 
surance only of crackers and cheese all around for 
leaners and lifters alike, with no roast beef and pie for 


the strenuous and gifted lifters? It will be a sad day 
for America when in the race for life’s prizes everybody 
does not start at the scratch with no handicaps except 
those put there by the act of God. Make the rules gov- 
erning the race stringent and absolutely fair to all; 
banish from the track and into hated exile all gougers; 
penalize heavily all tricksters; provide for honest start- 
ers and impartial judges, and then: Hurrah for the win- 
ner ! 
benefactions for the relief of the unfortunate, not as 
badges of distinction but as solace for distress. It is no 
part of the function of the government to endeavor to 
protect the individual against failure. It cannot be 
done. Nothing will protect from failure the man who 
hasn’t it in him to make good. Nothing should limit 
the reward of him who possesses the rare faculty for the 
service of mankind. 


We have established munificent private and public . 
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THE AMERICAN BANKERS ASSOCIATION 


President JAMES K. LYNCH, before the Minnesota Bankers Convention 


If you had read the entertaining literature that is 
circulated among you, once or twice a year, by your 
representatives on the Executive Council, you would 
not need to listen to this talk, for you would know all 
about the American Bankers Association. Perhaps 
some of you have read it, and if so, you will see how 
boldly I have plagiarized. I wish to give you a list 
of the material benefits which the Association confers 
upon its members, but I hope to go a little further and 
tell you of some of the more intangible things that 
may come to us through its influence. 

To begin with the most material, the most practical 
good that you can get by taking out a membership, 
let us consider the Protective Department which, by 
relentless prosecution of criminals, has greatly di- 
minished the number of crimes against banks. This 
department is managed by an able official, who has had 


large experience in detective work. Under his super-- 


vision, photographs and records of criminals have been 
collected and indexed to the point that the Association 
is no longer at the mercy of any particular agency, but 
is prepared, if the need should arise, to undertake on 
short notice the apprehension of those who have at- 
tacked its members. 

The agency which does the actual work of tracing 
and arresting those guilty of crimes against the bank 
members, has done its work so well that the American 
Bankers Association membership plate is more than 
ever an insurance against every form of theft. As far 
as it is possible to gather the statistics of the relative 
number of crimes against members and non-member 
banks, the advantage is shown to be clearly with the 
members. 

The Association has an Insurance Committee which 
is working ceaselessly to give the member banks the 
benefits to which their greater immunity from attack 
entitles them, and the facts, when fully tabulated, will 
without doubt justify lower rates on burglary insurance 
as well as on fidelity insurance, and the other allied 
forms of indemnity policies which bankers require for 
the safeguarding of their business. Up to date, the 
efforts of the Secretary of this Committee (himself an 
experienced underwriter) have been directed more to in- 
creasing the protection rather than to decreasing the 
cost. The standard policies drafted and copyrighted 
by the Association are simpler in form, easier to under- 
stand and to interpret, than those hitherto in general 
use, and they consequently afford greater protection to 
the insured. The reduction in cost will come later, when 
statistics have been collected sufficient to demonstrate 
what we believe to be the fact—that the bankers are 
paying an undue proportion of the income of the under- 
writers. The bankers are quite willing to pay their 
just part of the expense, but they very naturally. ob- 
ject to making good deficiencies in other lines of risk. 

The attorneys for the banks throughout the country, 
and here I am referring more to the real country banks 


and to the small town banks as well, are general prac- 
titioners, if I may be allowed to borrow an expression 
from another one of the learned professions, and not 
specialists in banking law. Cases arise which are 
foreign to their experience and in which they are nec- 
essarily at a disadvantage. Now the Association em- 
ploys a man who is a specialist in those branches of law 
which affect the banker not only from the civil but from 
the criminal side. He has a thorough legal training, 
as well as a judicial mind, and being constantly em- 
ployed in considering the laws which more particularly 
concern banks, his opinions are of great value. A 
majority of the banks could not afford to employ counsel 
of such eminence as that to which General Counsel 
Paton has attained, but a membership in the Asso- 
ciation gives you the benefit of his opinions and his 
advice. Were he not a tireless worker, it would be 
quite impossible for him to keep up with the mass of 
detail which comes to him. It may be of interest to 
the old members of the Association to know that he 
has been arranging his opinions as printed from month 
to month in the JourNaL, and that they will soon be 
issued in book form. This is of itself an immense task, 
but the result will be of great value and interest to 
our members. 

I have mentioned the JouRNAL, or the JOURNAL- 
BuLtetin, to be exact. Here is the medium through 
which the officers of the Association speak to the mem- 
bers; I might say that it is the means by which the 
Association aequires coherence, it furnishes nerves to 
what would otherwise be an inert body. The history 
of the JouRNArL is rather interesting: It was first issued 
in 1908, and was then only a means of bringing the 
opinions of the General Counsel before the members 
and of advising them of the routine work of the Asso- 
ciation. Month by month, it improved and became a 
disseminator of ideas as well as information, until some 
of the editors of the banking magazines began to ob- 
ject to what they regarded as an interference with 
their particular province, and, for a time, the JOURNAL 
was the source of some controversy. The Association, 
as I think very wisely, determined to make the JOURNAL 
something more than a purveyor of dull facts and 
figures, and this policy has been continued until it is to- 
day a well edited magazine, replete with information, 
discussing live topics and always working for the in- 
terests of the bankers of America. Under the direction 
of Mr. Welton, an experienced journalist, it has be- 
come so active that an occasional member writes to com- 
plain, after the approved manner of the subscriber to 
the local paper, of what he regards as unfair treat- 
ment of some subject or person. Good evidence that 
the Journal is being read, and I know with both 
pleasure and profit. An occasional mistake may be 
made, but it.is much better to make them doing some- 
thing than to follow the only rule for avoiding criticism 
—do nothing, say nothing, think nothing. The JouRNAL 
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is the best evidence that the American Bankers Asso-' 


ciation is a vital force in our national affairs. In 
the meantime, I am sure that the many excellent bank- 
ing weeklies and monthlies with which the country is 
favored, have no reason to complain of lack of sup- 
port, and in fact they occupy fields quite distinct from 
that in which the JouRNAL labors. Although advertise- 
ments could readily be obtained, which would make the 
JOURNAL more than self-sustaining, the Association has 
always refused to publish them, as this would be dis- 
tinctly interfering with a proper function of the banking 
publications. 

Stepping across the hyphen to the BULLETIN, we 
have the means of communication among the Chapters 
of the American Institute of Banking, an organization 
of which the Association has good reason to be proud, 
and which alone justifies the support of every bank in 
America. 

Do you realize how we Americans consider our- 
selves capable of turning our hands to anything from 
making shoes to making laws? So with just that spirit, 
we have turned our hands to banking, and in spite of 
some chapters of which we are very properly ashamed, 
we have, on the whole, reason for pride in the history. 
But while much may be forgiven to people making their 
way in a new country, working with such tools as they 
find available, that excuse is no longer good. The 
country has matured and a higher standard of achieve- 
ment is demanded. How is the boy who enters the 
service of a bank to get the proper training? He usually 
gets what his superiors can give him, and in too many 
cases they have but little to give. If he begins in a big 
metropolitan bank, he works in a pen just high enough 
to keep him from seeing over the top and finding out 
what the rest of his fellows are doing, and if he is not 
a very exceptional boy, he ends by becoming merely a 
cog in a big machine. Should his banking career com- 
mence in a sinall country bank, he has a better chance, 
because the exigencies of the business compel him to help 
around, and he does get a general knowledge of the work 
much more rapidly than would be possible in a large 
institution. On the other hand, the transactions are 
small, and do not furnish means of acquiring a broad 
view of the banks’ functions, and the experience of his 
instructors is likewise limited. 

In either case, work must be supplemented by study, 
but the means for study are not at hand nor easily ob- 
tained. To such a boy, the Institute furnishes the 
method by which he can learn; it supplements practice 
by theory, gives the outlook which otherwise would be 


denied, and enables him to acquire genuine training. 


While Chapters of the Institute are more easily organ- 
ized in the larger cities, where lecturers and paid in- 
struction may be had, yet the boy in the country bank 
is not overlooked. Correspondence courses are provided 
for his benefit, and if he misses the knowledge that comes 
from mingling with his fellows, he has perhaps the ad- 
vantage of the concentrated application which the 
country seems to encourage. 


The hope for trained and educated bankers to man- 
age the banks of this country and bring them up to the 
standard which the times demand, rests on the American 
Institute of Banking more than on any other agency: 
Close to the work of the Institute, because also educa- 
tional, comes the Library which we believe will soon be 
the best of its kind in America. In the collection of 
newspaper and magazine excerpts, lectures, addresses be- 
fore bankers’ conventions and other ephemeral writing 
on current financial questions, it already stands first. 
The material which it contains on the Aldrich bill, the 
Federal Reserve Act, and the discussion brought out by 
these measures, constitutes a complete history of these 
important subjects. All this valuable information is 
carefully indexed and cross-indexed, so that it is easily 
accessible.. If a member. of the Association desires to 
know all that has been said on any financial subject in 
which he is interested, he has but to write to the very 
competent librarian, Miss Marian R. Glenn, and he will 
have the material in hand by return mail, conveniently 
packed for re-mailing. The library also contains 
standard works on financial subjects and many, volumes 
now out of print, picked up in second-hand stores, at 
small cost. In fact, the library is striking proof of what 
can be accomplished by the intelligent expenditure of 
small sums of money. We are hoping that much larger 
sums will soon be available for this work and that the 
present library is but the nucleus of a great collection 
of financial literature. 

Having mentioned some, but not all, of the direct 
and tangible advantages which the Association has to 
confer’on its members, I would like to say a word about 
its organization, which took place in 1875, and had as 
its avowed purpose, “the securing of uniformity of action 
by the bankers of the country through co-operative effort, 
for mutual protection against loss by crime, to secure 
much needed legislation affecting banking interests, and 
to study and assist in giving technical form to proposed 
legislative measures.” 

The Constitution, as originally drafted, was amended 
from time to time, and by-laws were added as occasion 
demanded, with the result that the instrument as a 
whole was not very coherent. In 1912, a special com- 
mittee on revision of the constitution was appointed, 
and the result of its labors was the present constitution 
adopted at the Boston, convention, held in 1913. This in- 
strument, which is a model of its kind, owes its form 
and wording largely to the fine legal mind and sound 
sense of the Chairman of the Committee, the late Robert 
E. James, of Pennsylvania. The convention ‘is the gov- 
erning body in which all power finally rests, while the 
Executive Council is in charge of the administration of 
the affairs of the Association in the interim between 
conventions. To use a familiar comparison, we may say 
that the conventions are meetings of stockholders, while 
the Executive Council is the board of directors. The 
representation on the Executive Council is by states; 
one member on the Council for the first one hundred 
members in any state, and an additional member for 
each two hundred bank members, so that each state has 
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a direct interest in building up its membership to the 
point where it can secure larger representation on the 
Council, and thus have additional influence in shaping 
the affairs of the Association. This plan, as you see, 
follows that laid down in the Constitution of the United 
States for the representation of the states in Congress. 
In fact, the organization of the American Bankers Asso- 
ciation is thoroughly democratic. At the time of the 
revision of the Constitution, there existed the Trust 
Company Section, the Savings Bank Section, the Clear- 
ing House Section, the Americun Institute of Banking 
Section, and the State Secretaries Section. The by-laws 
then adopted provided, in addition, for a National Bank 
Section, which has already been organized, and a State 
Bank Section, which will probably be organized in the 
near future. 

At the outset there was some feeling that the Sec- 
tions would grow larger than the Association; that the 
tails might try to wag the dog. This fear has proved 
to be groundless. It has taken a few years to work out 
the proper spheres for the work of the Sections, but that 
has now been done, and it is understood that the Section 
meetings concern themselves with those matters which 
belong particularly to their own branch of banking, to 
the technical problems that naturally come up for solu- 
tion in every special line. Subjects of general interest, 
questions of broad financial policy, and the fundamentals 
of banking ethics are left for the general conventions of 
the Association. 

The point of contact between the American Bankers 
Association and the state associations is found in the 
meeting of the members of the national association, at 
the time of the state conventions, in order to elect mem- 
bers of the Nominating Committee. This is a very im- 
portant committee, for it really elects the Vice-President, 
who is later the President. To be sure, nominations can 
be made from the floor of the convention, and the work 
of the Nominating Committee can be set aside, but it is 
not done. So that it is well for the Nominating Com- 
mittee to be carefully chosen, if you are to get the best 
results, 

Other points where the national and the state as- 
sociations touch are in the meetings of the State Secreta- 
ries Section and in the joint work between the state and 
the national associations in connection with the appre- 
hension of criminals. It is a legitimate hope that the 
time is not far distant when all members of the state 
associations will be members of the national associa- 
tion and when the work of the state associations will be 
perfectly co-ordinated with that of the national associa- 
tion. By so doing much duplication of work can be 
avoided and much expense saved. 

The national convention should be a place for the 
discussion of questions that at the time are occupying 
public attention; pending legislation and threatened 
reform, for instance. As a matter of fact, it is prac- 
tically impossible to get discussion from the floor, and 
hard enough to find a banker who will deliver a prepared 
address which will receive a polite round of applause, 
but which will bring out no comment, whether favorable 


or unfavorable. I used to think that discussion might be 
encouraged, but I have found out that it is out of the 
question. The Sections, while they are small, have a 
fair amount, but it is gone from the conventions. No 
doubt, you find the same true in your state conventions, 
where debate is pushed back to the group meetings. 
We must realize that the banker is afraid of a crowd, 
and therefore must encourage the formation of small 
groups, where he can really express his sentiments. 

Any account of the American Bankers Association 
would be incomplete that did not mention the important 
part it has taken in forming national legislation. Its 
Currency Commission, which was appointed in 1906, had 
a large share in shaping the work of the National 
Monetary Commission, which, as you know, culminated 
in the plan for a central bank, out of which has grown 
the present Federal Reserve Act. This legislation is not 
all that the bankers asked for, nor does it work quite as 
smoothly as if it had followed more closely the approved 
models which have stood the test of time. It is, how- 
ever, a great step in advance, particularly in having 
recognized and made legal bank acceptances and the 
principle of rediscount. 

The Federal Legislative Committee is today the 
Association’s most important committee, and has done 
work of great value, which, in due time, will be mani- 
fest. The work. of this committee has been done in the 
straightforward manner which should always mark the 
procedure of our Association. The cards have been all on 
the table, and nothing has been asked on behalf of the 
bankers that was not also in the interest of the Ameri- 
can people. 

Have you had enough of a catalogue of the activities 
of the Association, or may I say a word about the 
(Banker-Farmer movement, as I understand that your 
own Chapman has ceased to talk about it? It has just 
had time to reach the Pacifie Coast, where the bankers 
are most enthusiastic on the subject, and in Texas it is 
recognized as a vital force. Its chief merit, I am con- 
vinced, is that it marks a departure from the traditional 
policy of the banker; I will not say his real policy, but 
the one that has been ascribed to him and whose ex- 
istence he has hitherto done nothing to disavow. In 
other words, it has shown to many people that the 
banker is human, that he does take an interest in his 
customers and in his neighbors, and that he is willing to 
help them to succeed with only the remote possibility in 
mind that their success will in turn benefit him. 

Perhaps in your bank, or, if not, in the nearest 
schoolhouse you will find a large map of the United 
States. 


Study it carefully and realize what a big 
country this is, what lakes and rivers, what mountains 


and valleys are contained within its borders. Think of 
the diversity of soil, of climate, of products, of indus- 
tries and of people. Think, for example, of the land that 
is in need of irrigation, while your state needs drainage. 
And then give thought to the isolated banks scattered 
all over the country, that are trying, to the best of their 
ability, to minister to the financial needs of the people. | 
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Our neighbors to the north have met the problem in 
a different way: by means of large banks with head 
offices in the commercial metropolis and with branches 
throughout the country. Under that system there is a 
strong unifying and directing force which dictates the 
general policy in accordance with the general needs. 
Perhaps such a system could not have been established in 
our country, and perhaps it would not-have suited the 
temper of our people, but however this may be, there 
should be some influence, at once unifying and educa- 
tional, to take its place. The American Bankers Associ- 
ation supplies that influence. If after looking at the 
map you can find the time to travel and translate the 
patches of primary colors into states you will have 
made discoveries that will help you to manage your 
home banks, and this is one of the things that the Asso- 
ciation conventions can do for you. Even the man who 
goes to a convention and does not attend one of the 
sessions (and I am sorry to say that there are such mis- 
guided persons) learns much from the journey. He 
meets other bankers, they exchange views, and whether 
or no, he goes home with an enlarged horizon. Our view 
of the benefits of the Association should not be limited to 
the good it can do us; we should think somewhat of the 
good which, through the Association, we can do others. 
The Association can now speak with authority for more 
than half of the bankers in the country, but if it could 
speak for all of them or for ninety per cent. of them it 
would command the attention of our law-makers. Let 
it always be remembered that the American Bankers As- 
sociation will never ask of the government, whether state 
or national, any more than the simple justice of laws 
which will be fair to the banks and equally fair to the 
people. 

Somehow the people, the voters, must be educated in 
such fundamentals of finance as the proposition that 
value cannot be created by the printing press, and that 
no matter how beautifully the paper may be engraved, it 
is in no sense money and cannot, even by an extension of 
meaning, be called money unless there is value behind it. 
Further, that laws against usury cannot lower the price 
of money (more properly of credit) ; such reduction can 
occur only through the abundance of credit, a condition 
that comes with the growth and prosperity of a com- 


munity and comes in no other way. Laws against usury 
can and do cut off credit entirely’ from people of limited 
means, or compel them to pay ruinous prices to those 
who are willing: to take the risk. 

I look forward to a larger, stronger, more forceful 
Association which will speak for the least of its members 
when that member may be unjustly attacked or accused, 
and an Association which can persuade the great dailies 
and the even greater weeklies that there is a news value 
to the banker’s story. You probably recognize the fact 
that what I say, or what any of you may say, is listened 
to attentively by an audience of bankers, is published in 
the banking journals and is read by more bankers, while 
as to the general public they hear of it not at all. To be 
sure, it takes some genius to make this dry stuff read- 
able by the average American, but we now have a man in 
our publicity manager, Mr. A. D. Welton, who is capable 
of doing it. 

I once heard your’ distinguished banker and still 
more distinguished railroad man, Mr. Louis Hill, say 
that he had no use for a community that did not hold 
county fairs. The farmer, he said, needed to measure 
himself up against other farmers, to find out what they 
were doing, what kind of stock they were breeding and 
how they combated pests and disease; otherwise they fall 
victims to dry rot and go backward as producers. Every 
word of this is true as applied-to bankers; you have but 
to substitute conventions for fairs. So let me-urge you 
to cherish, sustain and promote your state association 
(you have group meetings, of course), and further, such 
of you as are not members of the American Bankers As- 
sociation to join and help in the great work which I 
have so imperfectly outlined. 

I cannot close without a word on the real driving 
force in that institution; it is not the President—preai- 
dents come and they go, and the small impress they make 
during their brief hour on the stage is soon forgotten. . 
The Secretary is the man who persists, who molds and 
shapes and improves, and whose work goes on from year 
I hope that I have shown you that the Ameri- 
can Bankers Association today represents an achieve- 


to year. 


ment, and that achievement is due to the personality of 
Frederick E. Farnsworth. 


PRECAUTIONS IN SHIPPING CURRENCY 


With a view of co-operating with the post-office 
authorities, express companies and railroad companies, 
it has been suggested that banks make a list of the cur- 
rency which they ship by express or mail, classifying the 
notes as gold certificates, silver certificates, Federal 
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reserve notes, national bank notes or United States 
notes; also stating the denomination of notes and serial 
numbers. In case of theft this information will be valu- 
able in apprehending and prosecuting the guilty persons 
and at times will make the recovery of money possible. 
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Analysis of Bank Accounts Applied to the 


Statement of the 


Loans Made by the Bank of England to any Other Bank 
in the United Kingdom are Counted by the Latter as a 
Reserve—The Extraordinary Item of ‘‘Rest’”—Why 
the Bank Controls the Inflow and Outflow of Gold. 


By SRINIVAS R. WAGEL 


HE developments in the financial world that have 
T taken place on account of the war are not alto- 
gether confined to commerce or pure merchan- 
dising of commodities. Rather an unusual interest has 
been aroused in banking methods and practices, and the 
inter-relation between banking, trade and finance. In 
the past banking in this country has been a synonym 
for money-lending. The methods and practices of bank- 
ers have been very elementary. Considering the fact 
that great possibilities lay within the country itself, and 
that it’ was unnecessary to look around the world for 
marketing the goods manufactured here, it is not sur- 
prising that labored processes have been unnecessary. 
The bank, as a rule, lent money to the manufacturer on 
one hand and the buyer on the other, and it so happened 
that both parties were within the limited radius. The 
funds which bankers could draw upon were the savings 
and profits of people who lived within the same radius. 
As a matter of fact, there has been, as a rule, no special 
body of lenders and no special class of borrowers. 

While this has been the case with local and interior 
banks, the position of banks in the large cities and ports, 
like New York, has been only slightly different. The 
great mass of depositors and discounters are the same 
people, and the large banks do business in exactly the 
same manner as the bank of the small country town. 
Further, whenever the small bank is in excess of funds it 
sends such temporarily to the large bank in the city, 
and in the same manner the large bank accommodates 
the small country bank with funds, whenever necessary. 
There is, however, this difference: the banks of the ports, 
especially those having a very large business, have to 
deal with banks and merchants in other countries. 
There are the questions of credit, exchange, acceptances, 
commercial papers and the like, which the small banks 
do not have to bother with. 

Before the war the difficult functions of the banks 
of the ports were performed for them by banks and 
financial houses in London. If a British or German or 
Chinese merchant bought goods from a firm in New York 
and the firm empowered a bank to collect for it, all that 
the bank was interested in was to receive the amount in 
dollars in order to pay the client. The London banker 
did all the work and took the profits. The London 
banker saw to it that the money owing by the Chinese 
merchant to the manufacturer in New York was col- 
lected by responsible agent. The Chinese dealer does 


Bank of England 


not pay in American dollars. He pays in the currency 
of his place, which the bank in China converts into 
sterling. This amount does not reach the London bank, 
either in sterling or Chinese currency. It is set off 
against a shipment from London or Berlin to China and 
the amount credited to the London bank. The London 
bank then converts the sterling into dollars and sets it 
off against a shipment of goods from London to New 
York, and the bank in New York is paid in dollars by 
the merchant who received the goods from England. 
This is a more or less simple explanation of the process; 
in the ordinary course of events it is much more compli- 
cated. In any case, the fact remains that in the past all 
the work of making and adjusting settlements and ex- 
changes has been done in London. 

There is another reason for the banker in New York 
remaining a passive agent. Before the war the United 
States was a borrower of capital, while England was a 
lender. It is but natural that as the purveyor of capital 
to the world, London should have been the most con- 
venient place for making and regulating international 
settlement. 

Today the tables are turned, and New York is 
steadily becoming more and more of a capitalistic center. 
For one thing, there is to be no more borrowing of 
foreign capital on the part of New York. The expansion 
of foreign trade and the responsibility which comes with 
the increasing importance of New York have combined 
to throw the burden of making settlements and fixing 
exchanges on New York. It is not as yet a settled fact 
that London has lost the power of making such settle- 
ments. As a matter of fact, even with the war and all 
other troubles, London still continues to be the arbiter of 
financial destinies; only London is not the sole arbiter, 
as in former times. ,New York has begun to have a voice 
in these settlements, and is likely to have more with the 
progress of time. 

Among the new developments that are coming to 
pass during recent months is the creation of an ac- 
ceptance market in New York. The Federal reserve law 
provided for the creation of such a market, even before 
the war started. It is thought that very little would 
have come out of such legislation but for the war. 
London has been supreme in the financial world, be- 
cause it has had the most effective acceptance market, 
where bills from all over the world came in and were 
financed. The development of this market in New York 
is worth close watching, and there is no doubt that much 
good will come out of the change. So far very little 
has been done, principally because the bankers here. are 
unaccustomed to international business and acceptance, 
which demand great finesse. Although they are trying to 
make good as quickly as possible, they are handicapped 
by not having the banking traditions of England, or com- 
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pact and convenient information on certain matters. 
Tradition is hard to get, but information one can always 
have. 

One of the subjects on which little has been written 
or said in recent times is the manner in which banking 
accounts should be read. It is well known that the prep- 
aration of accounts depends very much on the nature of 
the business of the bank. To understand a bank account, 
therefore, it is very essential that one should have a 
working knowledge of the business of the country in 
which the bank has its headquarters—besides other in- 
formation about connected subjects. 

The Bank of England claims precedence over every 
other bank in England and the British Empire, as it is 
the central organization which supports and regulates 
all banking in the empire. The banks in England are 
directly dependent upon the Bank of England, while the 
banks in the United Kingdom maintain their credit 
through the same bank. Apparently, the banks in 
Australia and New Zealand or India have little or 
nothing whatever to do with the Bank of England; but 
for all practical purposes the Bank of England has an 
effective voice, as it is the foundation of the credit of 
the government of the British Empire. 

Before the war the Bank was even more than the 
central organization of the empire. It was the pivot on 
which the credit of the whole world depended. London 
was the money-center of the world, and the Bank was the 
central bank of London and the empire. Almost every 
ounce of gold produced in the world came to the Bank 
before it was distributed. The London banks and ac- 
cepting houses arranged credits for the trade of every 
country in the world, and such banks and houses de- 
pended on the Bank of England to rediscount their 
paper. 

Consequently an examination of the accounts of the 
Bank of England is of extreme importance to those who 
wish to know how to read bank accounts. It is of special 
interest to us, at the present moment, because New York 
is now becoming an acceptance market and the Federal 
reserve banks are, in a sense, performing the functions 
of the Bank of England. It will be wandering away 
from the subject to discuss a point not essential to the 
accounts, although one is tempted to point out that the 
Federal reserve system is extremely unsatisfactory in 
this respect, and can never perform the real functions of 
a central bank. 

The Bank of England has two departments. The 
Issue Department works entirely apart from the Banking 
Department. The Issue Department regulates the issue 
of bank notes and takes care of the gold reserve. The 
Banking Department does the regular banking business, 
but with certain reservations. The Bank is not per- 
mitted to loan funds on mortgages, or to do any trading 
whatsoever. 

The Bank issues a weekly statement showing its 
position at the close of each Wednesday, and an annual 
statement and balance sheet showing the condition at 
the close of each year. I will take first the weekly state- 


ment, because it is the only statement available to the 
public. 


ACCOUNTS OF THE BANK OF ENGLAND 
For the Week Ended Wednesday, April 12, 1916 


IssuE DEPARTMENT 


Notes issued. . .£75,295,625 Government 
debt ........£11,015,100 
Other securities 7,434,900 
Gold coin and 
bullion 56,845,625 


£75,295,625 £75,295,625 


BANKING DEPARTMENT 


Proprietors’ 

capital .... £14,553,000 
Rest 3,104,583 
Public deposits 68,802,934 
Other deposits. 79,960,638 
Seven-day and 

other bills.. 


Government se- 
curities .... £33,188,046 

securi- 
90,544,951 


26,185 
£166,447,340 


ver coin.... 1,076,543 


£166,447,340 


The weekly statement of April 12, 1916, states that 
the notes amounted to £75,295,625. The account of the 
Issue Department shows, in the contra column, the re- 
serve held for this total of note issue. Gold bullion and 
coin totaled £56,845,625, and other securities £7,434,900. 
These “other securities” mean that they are government 
drawings or loans, although it is a well recognized prac- 
tice that the reserves for the notes can only be gilt-edged 
securities, which are readily marketable. At present, of 
course, it is absurd to hold that any securities are gilt- 
edged or can be readily marketed. But as it has been the 
practice to hold them so and as under present conditions 
it is impossible to get the full amount of gold for the 
new issues, this item is allowed. There is a third item 
and that is “Government Debt,” £11,015,100. This is an 
old account, which has been on the assets side of the 
Issue Department for decades. Logically, this should 
not be counted as a reserve, but long practice has given 
a sort of legality to the continuance of this item in the 
accounts. 

The accounts of the Banking Department consist of 
a larger number of items. On the liability side the 
Proprieters’ Capital of £14,553,000 takes the first place. 
This Proprietors’ Capital would correspond to the cap- 
ital stock actually invested. The next item is “Rest,” 
£3,104,583. This “rest” is an extraordinarily and ex- 
tremely difficult term to define. Normally the “rest” 
would correspond to what is known in American banking 
and company accounts as surplus. The surplus, as is 
well known, means the actual credit balance transferred 
from the working account to the balance sheet. In the 
ease of the Bank’s account, however, the “rest” has not 
the same meaning. There is the surplus or reserve qual- 
ity in the “rest;” and at the same time it means what 
is not accounted for in other ways. The third item in 
the Banking Department is “Public Deposits,” £68,- 
802,934. These deposits are purely government ac- 
counts and include exchequer, savings banks and com- 


Notes ........ 41,637,800 

Gold and sil- 
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missioners of national debt accounts. The only item 
included in the “Public Deposits” that does not pertain 
to the government are the dividend accounts. 

The next item is the “Other Deposits,” £79,960,638. 
This “other deposits” is a very misleading item and 
likely to lead to misconceptions if one is not well ac- 
quainted with the actual working of the Bank. This 
Bank, being the central bank and controlling the new 
issue, every other bank in the country has to be financed 
by it. Every important bank in the United Kingdom 
which has an account with the Bank of England more 
often borrows from it than deposits money in it. So 
far as normal business in England goes, the Bank of 
England has little to do with it, except through its note 
issue. In the case of international business, however, 
the Bank plays a large part. For instance, a large bank 
or accepting house buys paper generally for time. When 
they run short of funds they go to the Bank of England 
with the paper which they have bought and rediscount 
the paper. This rediscounting, by which the Bank of 
England loans money to other banks, automatically cre- 
ates a deposit. The Bank takes in the paper, places to 
the credit of the borrowing bank or accepting house a 
certain amount, giving the latter party permission to 
draw up to the amount mentioned. We see, therefore, 
how a loan becomes a deposit with the Bank of England. 
In ordinary banking operations, whenever a loan is made 
on collateral and an overdraft is allowed a deposit is 
automatically created; but the difference between a loan 
made by the Bank of England and a loan made by an 


ordinary banking institution is this, i. e.: A loan made 
by the Bank of England to any bank in the United King- 
dom is considered a reserve by the latter. 

It may seem surprising that an obligation should 


be considered a reserve. In ordinary business an obliga- 
tion needs.a reserve or some other asset to set it off. 
The reason why the loan from the Bank of England be- 
comes a reserve, without question, is that the very fact 
of the Bank’s being willing to loan is considered a guar- 
antee of stability. The Bank, of course, does not lend 
money on personal security, mortgages or commodities. 
Therefore, loans could be made only on commercial paper 
of the best type, acceptances. These acceptances, before 
they reach the Bank of England, have at least three 
guarantors and in many cases as many as eight or ten. 
The Bank relies upon the accepting house to meet the 
obligation, and the accepting houses, whether they are 
private or public banking institutions, have to be thor- 
oughly sound and strong financial institutions, and 
hence they are very jealous of their good name. Besides 
the acceptor, who brings the paper to the Bank of Eng- 
land, there is at least the buyer of the commodity and 
the seller, whose interest it is to meet the obligation. 
Before the paper is brought to the Bank the paper 
passes through several houses. For instance, if one 
joint-stock bank buys three months’ paper it will lock 
it up until the date of maturity, under normal condi- 
tions. Supposing it should need liquid funds; it will 
take the paper out of its safe and borrow on it from 
another bank. The latter might do the same, and it 


may go on as many times as there are working days, 
during the interval, before the paper reaches the Bank 
of England. It is not to be assumed that every ac- 
ceptance paper goes to the Bank of England. As the 
discount rate of the Bank is higher than the market rate, 
the average banks will take their paper to the Bank of 
England only under extreme conditions, or in normal 
times, when liquid funds yield a better return. 

It should not be forgotten that a great many of the 
acceptances are on call. The original seller of the paper 
sells it for time and pays the time rate of discount; but 
the bank that buys the paper borrows money on call on 
the security of the self-same paper. Owing to the vast- 
ness of business which an accepting house usually has, 
the inflow of funds balances fairly well the outflow. If, 
however, the inflow should prove insufficient for any day 
and the money is called they have always the assurance 
that they can secure funds from the Bank of England 
at a slightly higher rate of discount. 

The more the banks and accepting houses borrow 
from the Bank of England, the larger will be the total of 
the “other deposits.” The essential difference between 
the average banks making a loan and the Bank of Eng- 
land’s making a loan is that the latter need not have 
funds, while the former must have. The Bank extends 
its credit, as it were, and its credit is based upon pres- 
tige. In the case of the average bank, prestige alone, 
unsupported by funds, will not help. 

Although my purpose is to deal solely with the ac- 
counts of the Bank of England, it is not possible to make 
the subject sufficiently illuminating without a reference 
to the general operations of the Bank, especially in rela- 
tion to its control of gold and reserves. In spite of the 
fact that it is an institution on which practically all the 
trade of the world has depended for several decades, the 
Bank is a private institution. It has its shareholders 
just like any other commercial institution, and it has to 
earn a dividend. To many it may seem surprising that 
the Bank should have combined within itself the double 
function of a commercial proposition and controller of 
the money market of the world. This has been possible 
mainly because of the association and support which the 
government has given to the Bank. During the period 
of two and one-half centuries the Bank has not been 
merely an adjunct of the government; it has proved 
itself very useful in checking wild financial schemes on 
the part of British Chancellors of Exchequer. There- 
fore, the association of the Bank with the government 
has been mutually advantageous. There is, however, 
this difference between the Bank of England and, say 
the Bank of France or the Reichsbank, i. ¢., that the 
former can be absolutely independent of the government 
if it chooses to remain so, while the latter banks cannot. 
Many a time in the history of British finance the Bank 
of England has set its foot against the so-called “Ad- 
vances to the Government,” which is only a polite 
euphemism for issuing of assignats without reserve. 
Even in the course of this war the Bank has protected 
the government from what may be called its follies. As 
an instance we may note that on August 7, 1914, the 
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Bank was authorized by the government to suspend the 
Bank act of 1844 and to issue additional notes without 
reserve. The Bank put up the rate of discount, a legiti- 
mate thing to do, but did not take advantage of the per- 
mission of the government to issue notes without re- 
serve; thus it strengthened the financial position of 
England. On the other hand, the Bank of France had 
immediately to make advances to the government and 


take advantage of every relaxation of banking laws and © 


procedure. 

In spite of all the dislocation caused by the war, the 
Bank of England still sticks to its sound rules of finance. 
The note circulation has almost doubled since the war 
started, but apart from the £18,500,000 which, though it 
cannot be considered reserve in the proper sense of the 
word, has appeared in the accounts for several decades, 
the rest has all been secured by gold coin and bullion. 
We should not confuse the Treasury notes with the Bank 
of England notes. The Treasury notes are issued by the 
government, and the Bank of England, just like any 
other institution in the United Kingdom, circulates them. 
The party that is solely and finally responsible for the 
redemption of the Treasury notes is the government. 

The next item on the liability side is seven-day and 
other bills, £26,185. This, at present, is a very small 
item and I will come back to the explanation of this item 
when I deal with the annual balance sheet. 

Now we come to the assets. The first item on the 
asset side is the “Government Securities,” £33,188,046. 
It is needless to explain what government securities are, 
although, at present, the inclusion of Treasury notes as 
government securities complicates the problem slightly. 
The next item, “Other Securities,” £90,544,951, is as in- 
teresting as the item “Other Deposits.” These “other 
securities” consist mostly of the acceptance papers and 
such bonds and stocks as are commonly known as gilt- 
edged securities. As a rule, the “other securities” gen- 
erally equal in amount “other deposits” and the whole 
or part of its capital. In any case, there cannot be a 
very wide difference between the totals of “other securi- 
ties” and “other deposits.” The next item is “Notes,” 
£41,637,800. These notes are that part transferred from 
the Issue Department to the Banking Department re- 
serve. The usual process is that the Bank transfers the 
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gold to the Issue Department and takes the exact value 
in notes. As the note issue, according to this account, 
is £75,295,625, the inference is that the balance is in the 
vaults of other banks or in circulation in the country. 
In general practice these notes form the reserve for the 
public deposits. There is a slight inconsistency in call- 
ing these notes a reserve in the proper sense of the word. 
I pointed out, while dealing with the account of the 
Issue Department that the actual reserve for £75,000,000 
note issue is £56,000,000 of gold coin and bullion. Now, 
£41,000,000 of notes in the Banking Department is 
counted as full reserve, in the same sense as gold coin or 
bullion. The last item is “Gold and Silver Coin,” 
£1,076,543. This does not need any explanation and is 
just the till money which the Bank usually has on hand. 

How does the Bank control the movement of gold? 
I have already pointed out that the Bank, as the bank 
of banks, is the financial support of every financial in- 
stitution in the United Kingdom and the British Em- 
pire. Every bank in England keeps a portion of its 
reserve in the Bank of England... Anomalous as it may 
seem, a credit granted by the Bank of England to an- 
other bank in London is considered a reserve of the 
latter bank, and a cash reserve at that. How is it man- 
aged? The Bank has the power in normal times to reg- 
ulate the inflow or outflow of gold, through its discount 
rate. Supposing on one occasion that the Bank has in 
its vaults more than enough of gold. It will lower the 
discount rate and tempt probable buyers with cheap 
money to engage in enterprises; further, a low rate of 
discount brings about demand for capital from abroad 
and gold will flow out. On the other hand, if the Bank’s 
reserves of gold are depleted, then the rate of discount 
moves up. The consequence is that not only demand for 
money ceases with the higher rate of interest, but money 
from elsewhere flows in to take advantage of the pre- 
vailing high rate. The operation is more or less like a 
see-saw, because it is well known that the Bank of Eng- 
land or any sound bank has no interest in keeping in its 
vaults one pound more or one pound less than is abso- 
The bank that knows to 
a nicety the exact amount of reserve it should keep 
makes the largest rate of-profit. 


lutely needed for its business. 


SMALL CHANGE 


In the number of industrial disputes—104—from 
September 30, 1914, to September 30, 1915, 56,262 per- 
sons were involved. The total number of working days 
lost by these persons was 868,838. Figuring 313 working 
days to the year, this amounts to 2,380 years of time 
lost to one man. 


The aggregate foreign trade of New York City is 
now $2,125,000,000. This exceeds by $200,000,000 the 
commerce of London, now second in rank. Export clear- 
ances from the port of New York aggregated $1,194,- 
000,000 during the fiscal year 1915, against $696,000,000 
from London, a difference of more than seventy per cent. 
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FEDERAL RESERVE ACT AMENDMENTS 


On May 4 the House of Representatives passed an 
amendment to the Federal Reserve Act permitting na- 
tional banks possessing a capital and surplus of 
* $1,000,000 or more to “purchase and hold stock in for- 
eign or domestic corporations, other than national banks, 
which are authorized by their charters to do a banking 
business in foreign countries exclusively.” 

This bill was sent to the Senate and referred to the 
Committee on Banking and Currency. That committee 
struck out all of the House bill and appended as an 
amendment to it what seems to be a composite of various 
amendments to the Federal Reserve Act. The Senate 
amendments make technical changes in the provision 
of the Reserve Act relating to open market operations 
and the powers of the Federal reserve banks; for in- 
stance, the maturity of rediscounted notes is placed at 
ninety days “exclusive of days of grace.” In regard to 
notes and bills drawn for agricultural purposes, the 
maturity is fixed at six months “exclusive of days of 
grace” and the amount is limited to a “percentage of 
the assets,” instead of the capital, “of the Federal re- 
serve bank, to be ascertained and fixed by the Federal 
Reserve Board.” 

An amendment also permits the acceptance of drafts 
or bills of exchange which grow out of transactions in- 
volving the domestic shipment of goods. This amend- 
ment provides that “shipping documents conveying or 
securing title” must be attached, or they may be secured 
“by a warehouse receipt or other such document convey- 
ing or securing title covering readily marketable staples.” 

A new provision is as follows: “Any Federal reserve 
bank may make advances to its member banks on their 
promissory notes for a period not exceeding fifteen days 
at rates to be established by such Federal reserve banks, 
subject to the review and determination of the Federal 
Reserve Board, provided such promissory notes are se- 
cured by such notes, drafts, bills of exchange or bankers’ 
acceptances as are eligible for rediscount or for purchase 
by Federal reserve banks under the provisions of this 
Act, or by the deposit or pledge of bonds or notes of the 
United States.” 

Another new provision is: “Any member bank may 
accept drafts or bills of exchange drawn upon it having 
not more than three months sight to run, exclusive of 
days of grace, drawn under regulations to be prescribed 
by the Federal Reserve Board by banks or bankers in 
foreign countries or dependencies or insular possessions 


of the United States for the purpose of furnislring dollar 
exchange as required by the usages of trade,” etc. 

The provisions of the Reserve Act in regard to loans 
on real estate are amplified so that any national banking 
association, not situated in a central reserve city, may. 


-make loans on farm lands located within a radius of one 


hundred miles, irrespective of district lines, and it may 
also make loans on real estate within similar bounda- 
ries; loans on farm lands may run for five years while 
loans on real estate, as distinguished from farm lands, 
may run for only one year. 

The provision in regard to branches applies only to 
national banks with a capital and surplus of $1,000,000 
or more. Such banks, by permission of the Federal Re- 
serve Board, are permitted to establish branches in for- 
eign countries or dependencies or insular possessions of 
the United States and they may also invest an amount 
equal to ten per cent. of capital and surplus in the stock 
of one or more banks or corporations “chartered or in- 
corporated under the laws of the United States or of 
any state thereof, and principally engaged in interna- 
tional or foreign banking, or banking in a dependency or 
insular possession of ‘the United States either directly 
or through the agency, ownership or control of local 
institutions in foreign countries, or in such dependencies 
or insular possessions.” 

The provision as to domestic branches for national 
banks is as follows: 


Sec. 25a. That any national banking association 
located in a city or incorporated town or village of more 
than 100,000 inhabitants and possessing a capital and 
surplus of $1,000,000 or more may, under such rules and 
regulations as the Federal Reserve Board may prescribe, 
establish branches, not to exceed ten in number, within 
the corporate limits of the city, town or village in which 
it is located. 

Any national banking association located in any 
other place may, with the approval of the Federal Re- 
serve Board and under such rules and regulations as such 
Board may prescribe, establish brariches, not to exceed 
ten in number, within the limits of the county in -which 
it is located or within a radius of twenty-five miles. of 
the place in which such bank is situated, irrespective of 
county lines: Provided, that no such branch shall be 
established outside of its state or of its Federal reserve 
district, nor shall such branch be established unless the 
capital of the parent bank is at least equal to the aggre- 
gate of the amounts which would be required of each 
branch under the provisions of Section 5138, revised 
statutes, if it were organized as an independent associa- 
tion, together with the amount required of the parent 
bank itself by that section. 


STATE SUPERVISORS ON RESERVE BALANCES 


The annual convention of the National Association 
of Supervisors of State Banks, held in Louisville, Ky., 
on June 14, adopted a resolution calling upon state banks 
to carry at least a part of their reserves and balances 
with agents and banks operated under state supervision. 
Section nineteen of the Federal Reserve Act was charac- 
terized as unjust and unfair on the ground that it does 


not permit state: banks to act as reserve agents for na- 
tional banks. 

The convention went on record as favoring the initia- 
tion of steps conducive to the organization of state 
bankers associations in those states without such organi- 
zations at present, and it recommended the formation of 
a national association of state banks. 
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CONFERENCE REPORT ON FARM LOAN BILL 


The Conference Committee, which had in charge the 
work of trying to harmonize the two rural credits bills 
passed by the Senate and the House, arrived at a com- 
promise satisfactory to both sides and the conference 
bill was reported to both houses June 23. A summary 
of the changes made is given in the following statement 
of the managers on the part of the House: 

“The House accepts the Senate provision for a Fed- 
eral farm-loan board consisting of five members, the 
Secretary of the Treasury ea officio and four other mem- 
bers, whose annual salary shall be $10,000 each. 

“The Senate accepts the House provision for twelve 
Federal farm-land banks without authority in the Fed- 
eral farm-loan board to increase this number. 

“The Senate agrees to the House provision whereby 
the minimum capital stock which is required before a 
Federal land bank is established and which may be sub- 
scribed for in full by the government shall be $750,000. 

“The House agrees to the Senate provision for five 
temporary directors and the Senate agrees to the House 
provision for nine permanent directors of the Federal 
land banks. 

“The Senate agrees to eliminate all its provisions for 
the establishment of unlimited liability associations. 

“It was agreed that the government should subscribe 
for any portion of such unsubscribed stock as is neces- 
sary to provide the minimum capital of $750,000 in any 
Federal land bank after thirty days subsequent to the 
opening of the subscription books, instead of ninety days. 

“The House agrees to strike out its provision whereby 
no payments should be made by the Secretary of the 
Treasury upon stock subscriptions to any Federal land 
bank until applications for loans had been received from 
at least ten national farm-loan associations. 

“The Senate accepts the House provision that at 
least twenty-five per cent. of that part of the capital of 
any Federal land bank for which stock is outstanding in 
the name of national farm-loan associations shall be held 
in quick assets. 


“The House accepts the Senate provision making’ 


land banks when designated for that purpose by the 
Secretary of the Treasury depositaries of public money 
and permitting said land banks to act as financial agents 
of the government, but permitting no government funds 
so deposited to be invested in mortgage loans or farm- 
loan bonds. 

“The Senate agrees to strike out its provision. that 
the salary of the secretary-treasurer of a farm-loan asso- 
ciation may be increased or reduced by the Federal farm- 
loan board. 

“The Senate accepts the House provision that $100 
shall be the minimum amount for mortgage loans. 

“The Senate agrees to the House provision that the 
subscription to the stock of an association by a borrower 
need not be paid in cash at the time of making applica- 
tion but may, at the option of the borrower, be made a 
part of the face of his mortgage loan. 

“It was agreed that in no case should the capital 
stock of a Federal land bank be reduced to an amount 
less than five per cent. of the principal of the outstand- 
ing farm-loan bonds issued by it. 

“The Senate accepts the House provision that the 
maximum number of votes to be cast by any one share- 
holder of national farm-loan associations shall be twenty. 

“The House accepts the Senate provision with refer- 
ence to the retention of a commission of one-eighth of one- 
per cent. by an association and the Senate provision with 
reference to the power of an association to borrow from 
its Federal land bank to an amount not exceeding one- 
quarter of its total stock holdings in said bank. , 

“The House agrees to the Senate provision relative 
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to the issuing of certificates against deposits amended 
so as to permit the issuing of certificates against deposit 
of current funds bearing interest not to exceed four per 
cent. per annum and convertible into farm-loan bonds. 

The Senate agrees to the House provision relative 
to the mortgage agreement providing for the repayment 
of the loan on the amortization plan. 

“Tt was agreed that the period of mortgages should 
run from a minimum of five years to a maximum of 
forty years. 

“The Senate agrees to the House provision for addi- 
tional payments in sums of twenty-five dollars or any 
multiple thereof for the reduction of the principal on 
any regular instalment date. 

“The Senate agrees to the House provision that the 
interest rate on mortgages negotiated before the first 
issue of farm-loan bonds may be determined in the dis- 
cretion of the land bank. 

“The House accepts the Senate provision that no 
loan shall exceed fifty per cent. of the value of the land 
mortgaged. 

“And the Senate accepts the House provision that 
in addition to the fifty per cent. which may be loaned 
on the land there may be loaned twenty per cent. of the 
value of the permanent, insured improvements on said 
land. 

“The House accepts the Senate provision that simple 
interest shall be paid on defaulted payments at the rate 
of eight per cent. per annum. : 

“The Senate accepts the House provision relative 
to the deposit of securities and current funds of Federal 
land banks with member banks of the Federal reserve 
system, eliminating the Senate provision for such de- 
posits with Federal reserve banks. ae 

“The House accepts the Senate provision permitting 
Federal land banks to borrow money. 

“The Senate agrees ty the House provision respect- 
ing the charges to applicants for loans and to borrowers 
for appraisal, determination of title and for legal fees, 
and recording charges imposed under State law; and 
also the House provision permitting such expenses to be 
made a part of the face of the loan and paid off in 
amortization payments. 

“The House agrees to the Senate provision relative 
to the amount of farm-loan bonds which a Federal land 
bank may issue by accepting the words “and surplus” 
so that a Federal land bank may issue bonds to an 
amount equal to twenty times its capital and surplus. 

“The Senate agrees to the House provision relative 
to the payment to agents of Federal land banks for ex- 
penses of appraising land and examining title and exe- 
cuting mortgage papers and to the House provision for 
the addition of such expenses to the face of the loan. 

“The House accepts the Senate provision for the 
deduction of commissions paid to agents from the divi- 
dends payable to borrowers through agents. 

“The House accepts the Senate provision for the 


indorsement by agents of mortgages negotiated through 

agents and agrees to eliminate the House provision re- 

quiring a report and appraisal by such agents. _- 
‘The House accepts the Senate provision permitting 


joint-stock banks to begin business after one-half of the 
subscribed capital has been paid in, but prohibiting the 
issue of any bonds until the entire capital shall have 
been paid in. 

“The Senate agrees to strike out its provision re- 
quiring a capital of $500,000 in joint-stock banks estab- 
lished in States having populations exceeding 2,000,000. 

“The Senate yields to the House provision that the 
maximum rate of five per cent. per annum permitted on 
farm-loan bonds shall also apply to bonds issued by 
joint-stock banks. 
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“It was agreed that joint-stock land banks be per- 
mitted to make loans in one other contiguous State. 

“The Senate agrees to the House provision that 
bonds may be retired at the option of the land bank 
issuing such bonds at any time after five years from the 
date of their issue. 

“The House accepts the Senate provision that amor- 
tization and other payments held as collateral security 
for the issue of farm-loan bonds shall constitute a trust 
fund in the hands of the Federal land bank or joint-stock 
land bank receiving the same. 

“The House agrees to strike out its provision for 
a special reserve fund of $150,000. 

“The Senate agrees to an amended form of the House 
rovision relative to the limitation of the power of the 
ederal farm loan board to declare national farm-loan 

associations insolvent whereby the provision as agreed 
upon states that no association shall be declared in- 
solvent until the total amount of defaults shall amount 
to at least $150,000 in the Federal land bank district, 
unless said association shall have been in default for a 
period of two years. 

“It is agreed that the reserves of land banks shall 
be invested according to rules and regulations prescribed 
by the farm-loan board, 

“The House agrees to the Senate provision relative 
to reserve and dividends of farm-loan associations with 
amendments reducing the amount required to be carried 
to reserve from twenty-five per cent. to ten per cent. 
until said reserve equals twenty per cent. of the out- 
standing capital stock, and by reducing the amount 
thereafter carried to reserve from five per cent. to two 
per cent. 

“The House accepts the Senate provision as to de- 
faulted loans. 

“The Senate accepts the House provision permitting 
shares in any joint-stock bank to be taxed under author- 


ity of any State within which the bank is located. 

“The Senate accepts the House provision permitting 
the local taxation of the real property of joint-stock 
banks, and it is further agreed that the real property 
of Federal land banks and national farm-loan associa- 
tions may be subject to local taxation. 

“The Senate accepts the House provision that joint- 
stock bonds shall be a lawful investment for fiduciary 
and trust funds, and may be accepted as security for all 
public deposits. 

“The Senate agrees to the House provision relative 
to the investment by Federal reserve banks in farm-loan 
bonds. 

“The Senate agrees to strike out its provision rel- 
ative to acceptances and to discount of acceptances, and 
direct obligations of Federal land banks by Federal 
reserve banks. 

“The Senate agrees to strike out its provision for 
the investment of postal-savings deposits in farm-loan 
bonds. 

It was agreed that under rules and regulations pro- 
mulgated by the Federal farm-loan board national farm- 
loan associations may consolidate. 

“It was agreed relative to Government deposits that 
the Secretary of the Treasury might make such deposits 
in Federal land banks to.an aggregate amount not ex- 
ceeding $6,000,000 at any one time. 

“The committee submits that such other provisions 
as have been agreed upon do not a special com- 
ment in this statement, but are sufficiently apparent 
upon a careful reading of the bill as reported by the 
conference.” 


The House voted June 27 to accept the conference 
report and the Senate subsequently took similar action, 
so that at the present writing the bill is ready for the 
President’s signature. 


DEMAND FOR HIGH GRADE FARM MORTGAGES 


(BULLETIN, FARM MORTGAGE BANKERS ASSOCIATION OF AMERICA) 


Farm mortgage bankers today are confronted with 
the proposition of being unable to supply the demands 
of their investors.. An abundant supply of idle capital 
is awaiting investment in farm mortgage securities and 
the farm mortgage banker’s hands are tied because of 
his inability to produce in sufficient quantity the high- 
grade mortgages that he has been accustomed to produce 
in normal times. 

For various economic reasons investors are seeking 
farm mortgages more eagerly than they ordinarily have 
done and at the same time high-grade farmers, as a 
whole, are not borrowing as freely as they do normally. 
We are experiencing a shortage in the supply of mort- 
gages of standard quality. 

In some respects the situation is similar to that 
prevailing prior to the disastrous smash-up in certain 
territory in the early nineties, with its resultant trail 
of foreclosures and bankruptcy. What are some of the 
possible results of a condition of affairs such as now 
confronts us? 

First: A tendency toward the organization of con- 
cerns, inexperieneed in farm mortgage banking, which 
are likely to produce and offer for sale mortgages that 
are not only inferior, but fundamentally unsafe and un- 
sound. 
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Second: A tendency to encourage some of the exist- 
ing farm mortgage houses to become less conservative 
in their practices and likewise produce and offer for 
sale an inferior grade of mortgages which in normal 
times would not be considered for a moment. 

The effect of such a procedure in either case would 
be the reaping of a harvest of foreclosures, resulting in 
shattering the confidence of a class of investors that has 
been educated to farm mortgage investments through 
high-class farm mortgage bankers based on long years 
of conscientious, square dealing. 

Farm mortgage bankers necessarily are engaged in 
the business for profit, and competition is keén, but 
unless profits can come legitimately—unless they ac- 
crue through the producing and selling of mortgages at 
least of standard quality—it is better temporarily to do 
less business and be satisfied until present conditions 
have been corrected. 

This bulletin goes out as a warning to its members 
that unethical competition is likely to spring up that 
will ignore the honorable practices of reputable farm 
mortgage houses; competition that will be likely to en- 
gage in wild-cat mortgage banking for the temporary 
profits that present conditions invite and thus tend to 
demoralize the whole fabric of farm mortgage banking 
in the eyes of the public. 
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BILL TO ENLARGE RESERVE BOARD’S POWERS 


Senator Smith of Maryland has introduced a bill 
(S. 6483) to make the first paragraph of Section 2 of the 
Federal Reserve Act read as follows: 

“Sec. 2. As soon as practicable the Secretary of the 
Treasury, the Secretary of Agriculture, and the Comp- 
troller of the Currency acting as ‘The Reserve Bank 
Organization Committee,’ shall designate not less than 
eight nor more than twelve cities to be known as Federal 
reserve cities, and shall divide the continental United 
States, excluding Alaska, into districts, each district to 
contain only one of such Federal reserve cities. The 
determination of said organization committee shall not 
be subject to review except by the Federal Reserve Board 
when organized: Provided, That the districts shall be 
apportioned with due regard to the convenience and cus- 
tomary course of business, and shall not necessarily be 
coterminous with any state or states. The Federal Re- 
serve Board shall have full power to review and to 
affirm, reverse or modify the determination of said organi- 
zation committee both with respect to the designation of 
Federal reserve cities and with respect to the boundaries 
or number of districts, including full power to decide 
any and all appeals from or applications for review of 


the determination of said organization committee hith- 
erto heard before the Federal Reserve Board and dis- 
missed for want of jurisdiction without further hearing 
unless the Federal Reserve Board order such further 
hearing. The districts thus created may be readjusted 
from time to time with respect to boundaries, number— 
not less than eight nor more than twelve—or designation 
of Federal reserve cities, and new districts may from 
time to time be created by the Federal Reserve Board, 
not to exceed twelve in all. The Federal Reserve Board, 
in exercising any of the powers hereby conferred, may, 
in its discretion, change or direct and require a change 
of the corporate name, without terminating the cor- 
porate existence, of any existing Federal reserve bank, 
may dissolve and liquidate any such existing bank, create 
new Federal reserve banks, and may provide for a trans- 
fer of the assets and an assumption of the liabilities 
(including Federal reserve notes) of any such dissolved 
bank by another Federal reserve bank. Such districts 
shall be known as Federal reserve districts and may be 
designated by number. A majority of the organization 
committee shall constitute a quorum with authority to 
act.” 


TITLE CHANGES AMONG BANK OFFICERS 


Following is a list of officers’ title changes in institutions which are members of the American Bankers Associa- 


tion, reported to the JOURNAL-BULLETIN during May and June. 


department immediately of any such changes. 
from members: 


ALABAMA 


Decatur—Clyde Hendrix, formerly cashier Tennessee 
ae Bank, now president, succeeding the late S. 8. 
roadus. 


ARIZONA 


Winslow—R. C. Kaufman, formerly cashier Navajo- 
Apache Bank and Trust Company, now cashier Arizona 
State Bank. 


ILLINOIS 


Taylorville—E. R. Wright, formerly cashier First 
National Bank, now president, succeeding the late F. W. 
Anderson. Ray E. Bauder, formerly assistant cashier, 
now cashier. 


INDIANA 


Indianapolis—John H. Holliday, formerly president 
Union Trust Company, now chairman of board. Arthur 
V. Brown, fotanacie vice-president, now president. 

South Bend—Rome C. Ste 
president St. Joseph Loan an 
president. George 
secretary-treasurer. 


formerly vice- 
Trust Company, now 
. Bingham, formerly secretary, now 


IOWA 


Panora—H. L. Moore, formerly vice-president 
Guthrie County National Bank, now president, succeed- 
ing the late M. M. Reynolds. Wade purgeon, formerly 
cashier, now vice-president. T. R. Swanson, formerly 
assistant cashier, succeeds Mr. Spurgeon as cashier. 
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Members will confer a favor by notifying this 


Publication will be made only on receipt of information direct 


MICHIGAN 


Alpena—F. L. Richardson, formerly vice-president 
Alpena County Savings Bank, now president, succeeding 
the late Patrick Culligan. ‘Wm. A. Prince, formerly 
cashier, now vice-president, and Byron H. Olds, formerly 
assistant cashier, now cashier. 


MINNESOTA 


Taylors Falls—F. W. Hobart, formerly assistant 
cashier Stannard State Bank, now cashier. 


NEW JERSEY 


Burlington—I. Snowden Haines, formerly cashier 
Mechanics National Bank, now director. 


NEW YORK 


Cortland—Benjamin L. Webb, formerly secretary 
and treasurer Cortland Savings Bank, now president, 
succeeding the late Calvin P. Walrad. 

New York—J. L. Williams, formerly assistant cash- 
ier Irving National Bank, now vice-president’ Bank of 
Italy, San Francisco, Cal. 


NORTH DAKOTA 
Fargo—H. P. Beckwith, formerly vice-president 
Nosthers Savings Bank, now president. 
Grand For oe E. Fuller, formerly treasurer 
Farmers and Mechanics Savings Bank, now vice-presi- 
dent Northern State Bank. 


WASHINGTON 


W. Morgan, formerly vice-president 
First National Bank, now president, succeeding the late 
Lewis Neace. 
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ALL COMMITTEES CHOSEN TO HANDLE 
A. B. A. CONVENTION AT KANSAS CITY 


Excellent progress is being made by the bankers of 
Kansas City in preparing for the annual convention of 
the American Bankers Association, to be held in that 
city the week of September 25. Exclusive of the Exec- 
utive Committee, eighteen different committees have been 
formed to take charge of as many departments of the 
convention work. Included in the list is a ladies’ com- 
mittee which will look after the comfort and entertain- 
ment of the wives and daughters of the visiting bankers. 
Following is a complete list of all committees: 


Executive Committee 


J. W. Perry, Chairman, pres. Southwest National Bank 
of Commerce. 

P. W. Goebel, pres. Commercial Nat’l Bank, K. C., Kan. 

W. T. Kemper, pres. Commerce Trust Co. 

G. S. Hovey, pres. Interstate National Bank. 

H. T, Abernathy, vice-pres. First National Bank. 


Hotel and Registration Committee 


R. C. Menefee, Chairman, vice-pres. Commerce Trust Co. 
C. W. Allendoerfer, ass’t cash. First National Bank. 

W. L. Buechle; vice-pres. S. W. National Bank of Comm. 
Thornton Cooke, pres. Midwest National Bank. 

A, E. Ramsey, vice-pres. Drovers National Bank. 

G. G. Moore, cashier New England National Bank. 


General Entertainment Committee 


Geo. 8. Hovey, Chairman, pres. Interstate National Bank. 

G. M. Smith, Vice-Chairman, pres. Commonwealth Na- 
tional Bank. 

C. E. Prouty, cash. Exchange S/B, K. C., Kan. 

C. G. Hutcheson, cash. First National Bank. 

J. M. Moore, vice-pres. S. W. National Bank of Comm. 

E. M. Clendening, gen. sec’y Commercial Club. 

Chas. Baird, pres. Western Exchange Bank. 

H. C. Flower, pres. Fidelity Trust Company. 

J. R. Dominick,, pres. Traders National Bank. 

Wm. Huttig, pres. National Reserve Bank. 

C. M. Sawyer, Federal Reserve Bank. 

W. 8S. Webb, vice-pres. Missouri Savgs. Assn. Bank. 

C. W. Green, mayor Kansas City, Kan. 

Geo. H. Edwards, mayor Kansas City, Mo. 

H. P. Wright, H. P. Wright Investment Company. 


Publicity Committee 
J. F. Downing, Chairman, pres. New England Nat. Bank. 
E. F. Swinney, pres. First National Bank. 
F. P. Neal, chairman S. W. National Bank of Comm. 
W. H. Holmes, pres. Pioneer Trust Company. 
Thornton Cooke, pres. Midwest National Bank. 


Automobile Committee 


Jarboe, Jr., Chairman, pres. Drovers National Bank. 


H. L. 
W. S. Webb, cash. Missouri Savings Assn. Bank. 
H. C. Schwitzgebel, sec’y Commerce Trust Co. 
W. H. Seeger, sec’y Pioneer Trust Co. 

H. C. Jobes, cash. Security National Bank. 

E. W. Moore, treas. Pioneer Trust Co. 

L. C. Smith, cash. Commonwealth National Bank. 
Geo. P. Reichel, ass’t cash. First National Bank. 
H. E. Huttig, vice-pres. National Reserve Bank. 
Frank Goebel, sec’y and treas. Kansas Trust Co. 
C. S. Alves, cash. Southwest Blvd, State Bank. 


Automobile Committee—Continued 


Geo. H. Davis, Commercial Club. 

K. L. Browne, cash. Peoples Nat’l Bank, K. C., Kan. 
W. B. Planck, vice-pres. Gate City National Bank. 
P. G. Walton, vice-pres. New England Nat’l Bank. 
J. Z. Miller, III, treas. Commerce Trust Company. 
J. C. English, cashier Traders National Bank. 

J. M. Hellings, vice-pres. Interstate National Bank. 
John A. Long, pres. City Center Bank. 

E. E. Peake, pres. Automobile Association. 

O. C. Snider, Prescott & Snider. 

E. P. Davis, ass’t cash. S. W. National Bank of Comm. 
A. J. Strandberg, Strandberg, McGreevy & Co. 

J. G. Strean, J. G. Strean Inv. Co. 

John Henry Smith, K. C. Title Trust Co. 

S. J. Elliott, cash. Home State Bank, K. C., Kan. 
W. J. Breidenthal, cash. Riverview State Bank. 
Don Kinney, Park National Bank. 

Webster Withers, pres. Troost Avenue Bank. 

Henry Daniels, pres. Armourdale State Bank of Comm. 
R. P. Combs, vice-pres. Terminal Trust Co. 

A. Rieger, Stockyards National Bank. 


Field Day Committee 


Long, Chairman. 
Collett, Vice-Chairman. 
Cook, vice-pres. Interstate Union Bank, 
Swinney, pres. First National Bank. 
Mumford, Missouri Agricultural College. 
Waters, Kansas Agricultural College. 
James W. Cantwell, pres. Oklahoma Agricultural College. 


Miss Loula Long. 


Ball Committee 


David Thornton, Chairman, pres. State B’k of Kansas City 
Leon Smith, Commercial Club. 

J. F. Meade, ass’t cash. 8S. W. Nat’l Bank of Comm. 
D. T. Beals, ass’t cash. Interstate National Bank. 

O. W. Shepherd, pres. Peoples National Bank, K. C., Kan. 
C. B. McCluskey, cashier National Reserve Bank. 

P. G. Walton, vice-pres. New England National Bank. 
A. D. Rider, treas. Fidelity Trust Company. 

J. A. Prescott, Prescott & Snider. 

Lapier Williams, Citizens State Savings Bank. 

W. B. Nickels, H. P. Wright Investment Co. 

Felix LaForce, Commerce Trust Company. 

Lester Hall, vice-pres. Fidelity Trust Company. 

B. R. Clarke, vice-pres. U. S. Trust Co. 

Carter Wilder, publisher Trans-Miss. Banker. 


Club Committee 


Chas. R. Butler, Chairman, pres. Commercial Club. 
F. W. Fleming, director Federal Reserve Bank. 

H. T. Abernathy, vice-pres. First National Bank. 
Bird McGarvey, vice-pres. State Bank of Kansas City. 
Virgil Tuggle, asst. cash. New England Nat’] Bank. 


Golf Tournament Committee 


C. S. Jobes, Chairman, pres, Security National Bank. 
W. M. Fible, Houston-Fible Co. 

H. L. Gary, Theodore Gary Investment Co. 

A. C. Cowan, pres. Citizens Savirigs Trust Co. 
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Music Committee 


H. C. Lambert, Chairman, cash. German American Bank. 
L. Williams, cash. Citizens State Savings Bank. 

Chas. Waite, pres. Stockyards National Bank. 

W. F. Lacaff, cash. Westport Avenue Bank. 

W. F. Comstock, sec’y Fidelity Trust Co. 


Transportation Committee 


A. C. Jobes, Chairman, First National Bank. 

J. F. Holden, K. C. So. 

P. J. Kealy, K. C. St. Ry. Co. 

E. Dickinson, pres. K. C. Mexico & Orient Ry. Co. 
W. M. Corbett, pres. K. C. Terminal Ry. Co. 


Information Committee 
Kansas City Chapter—American Institute of Banking. 


Reception Committee 


J. T. Bradley, cashier Southwest Nat’l Bank of Com- 
merce, and all cashiers and assistant cashiers in 
the city. 


Ladies’ Entertainment Committee 


Mrs. J. W. Perry, Chair- Mrs. P. W. Goebel. 
man. Mrs. J. M. Hellings, Jr. 
Mrs. W. T. Kemper, Vice- Mrs. W. H. Holmes. 
Chairman. Mrs. Geo. 8. Hovey. 
Mrs. H. T. Abernathy. Mrs. C. G. Hutcheson. 
Mrs. T. S, Abernathy. Mrs. Wm. Huttig. 
Mrs. Chas. Baird. Mrs. H. L. Jarboe, Jr. 
Mrs. H. C. Brent. Mrs. A. C. Jobes. 
Mrs. C. L. Brokaw. Mrs. S. Jobes. 
Mrs. W. L. Buechle. Mrs. H. C. Jobes. 
Mrs. F. T. Childs. 
Mrs. R. M. Cook. 
Mrs. Thornton Cooke. 
Mrs. J. R. Dominick, 
Mrs. John F. Downing. 
Mrs. J. C. English. 
Mrs. D. W. Evans. 
Mrs. H. C. Flower. 
Mrs. Geo. W. Fuller 


C. 
H 
Mrs. H, C. Lambert. 
C 
B 


Mrs. C. B. McCluskey. 
Mrs. B. H. McGarvey. 
Mrs. W. S. MeLucas. 
Mrs. R. C. Menefee. 
Mrs. J. Z. Miller IIT. 
Mrs. John M. Moore. 
Mrs. F. P. Neal. 

Mrs. Albert Newman. 


Ladies’ Entertainment Committee—Continued 


Mrs. W. B. Nickels. Mrs. L. C. Smith. 
Mrs. D. M. Pinkerton. Mrs. E. F. Swinney. 
Mrs. W. B. Planck. Mrs. David Thornton. 
Mrs. J. A. Prescott. Mrs. J. W. Wagner. 
Mrs. Asa E. Ramsey. Mrs. P. G. Walton. 
Mrs. A. D. Rider. Mrs. Will S. Webb. 
Mrs. Chas. M. Sawyer. Mrs. Watt Webb. 
Mrs. W. H. Seeger. Mrs. H. P. Wright. 
Mrs. G. M. Smith. 


Speakers’ Reception Committee 
J. Z. Miller, Jr., Chairman, Gov. Federal Reserve Bank. 
F. P. Neal, chairman S. W. National Bank of Comm. 
E. F. Swinney, pres. First National Bank. 


J. F. Downing, pres. New England National Bank. 
P. W. Goebel, pres. Commercial National Bank. 


Committee on Decoration 


. C. Brent, Chairman, vice-pres. Fidelity Trust Co. 

. W. Shouse, Convention Hall. 

. W. Wagner, pres. German American Bank. 

. Newman, vice-pres. Drovers National Bank. 
’. H. Moore, vice-pres. S. W. National Bank of Comm. 
. F. Hargis, pres. Westport Avenue Bank. 


Street Committee 


W. T. Kemper, Chairman, pres. Commerce Trust Co. 
Geo. W. Fuller, vice-pres. Fidelity Trust Co. 

Louis Oppenstein, pres. Board of Public Works. 

8. C. Woodson, Judge of County Court. 

Geo. H. Edwards, mayor Kansas City, Mo. 


Committee on Badges and Souvenirs 


C. L. Brokaw, Chairman, vice-pres. Commercial National 
Bank. 

C. W. Allendoerfer, asst. cash. First National Bank. 

W. S. McLucas, vice-pres. Commerce Trust Co. 


Auditing Committee 


C. H. Cheney, Chairman, First National Bank. 
i. P. Wheat, S. W. National Bank of Commerce. 
J. L. Cross, Federal Reserve Bank. 


REDUCED RATES AND SPECIAL TRAINS TO KANSAS CITY 


In the June issue of the JOURNAL-BULLETIN, page 
1080, an article appeared giving full. information which 
had been received up to the date of publication regard- 
ing the matter of reduced railroad rates to Kansas City 
on account of the convention of the American Bankers 
Association, to be held September 25-30. Additional 
information has since been received from the New Eng- 
land Passenger Association, which comprises the various 
lines in New England. The following rates will apply: 

Fares—Two cents per mile in each direction, short 
line mileage, to Chicago or St. Louis plus fares tendered 
therefrom (Chicago $21.70, St. Louis $13.50) for the 
round trip, going and returning via same route only 
and over which one-way tickets are regularly sold; one 
and one-half westbound differential to apply, added to 
fares tendered. 

Reductions apply only from principal stations where 
tariffs are on file and through tickets are in stock. Other 
stations will require not less than forty-eight hours’ 
notice to the ticket agent so that fares and tickets may 


be obtained from the general passenger department of 
the railroad interested. 

Tickets to be sold and good going September 21, 22 
and 23, and returning to reach original starting point 
not later than midnight of October 10. 

Reductions will not apply on the Bangor & Aroos- 
tock R. R. 


The New York Central Lines will run three special 
trains on account of the convention at Kansas City, 
departing from Grand Central Terminal as follows: 

Tour “A”—White Section. Covering Yellowstone 
Park, Salt Lake City and Colorado, leaves September 
9 and arrives at Kansas City 5:00 p. m., Sunday, Sep- 
tember 24. 

Tour “B”’—Red Section. Leaves 5:30 Pp. m., Sep- 
tember 21, arrives at Kansas City via Chicago 7:30 
A. M., Saturday, September 23. Returning, leaves Kan- 
sas City about 6:00 p. M., Saturday, September 30, and 
arrives in New York Monday morning, October 2. 
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Members of the Red Section who are not obliged 
to return immediately to New York may desire to ex- 
tend their trip to cover Rocky Mountain Park (Estes 
Park). The “Estes Park Special” leaves Kansas City 
about 10:00 p. M., Saturday, September 30, and arrives 
at Colorado Springs the following afternoon. 

Tour “C’”—Blue Section. Leaves Saturday, Sep- 
tember 23, about 12:30 Pp. M., and arrives at Kansas 
City 9:15 p. m., Sunday, September 24. Will leave 
Kansas City 6:00 Pp. m., Saturday, September 30, and 
arrive in New York, via Chicago, Monday morning, 
October 2. 

Members of the Blue Section may also extend their 
trip to Estes Park, Colo., if they so desire. 


The Pennsylvania Railroad will run two special 
trains on account of the convention, as follows: 

Bankers Special No. 1. Leaves New York, Penn- 
sylvania Station, 2:12 PM. Saturday, September 9, 


Aldrich, William P., director Hobart Trust Company, 
Passaic, N. J. 

Andrews, A. J.,- vice-president Bank of Blue Springs, 
Blue Springs, Mo. 

Burch, Oscar G., president First National Bank, Jeffer- 
son City, Mo. 

Butcher, Richard, vice-president National Bank of Fre- 
donia, Fredonia, 

Dobbins, Edward L., director National Newark Banking 
Company, Newark, N. J. 

nny, John C., cashier D. M. Erskine and Company, 

ankers, Highland Park, Ill. 

Earle, John ne director Atlantic National Bank, 
New York, 

Edwards, president Peoples Bank, Bevier, 

Fowler, L. D., cashier Bank of Woodruff, Woodruff, 8. C. 

Hahn, Henry, vice-president Peoples Bank, Haverstraw, 


Hemming, Charles C., president El Paso National Bank, 
Colorado Springs, Colo. 

Hinchman, Charles §8., vice-president Quaker City Na- 
tional Bank and director Merchants Union Trust 
Philadelphia, Pa. 

Hunter, William J., vice-president First National Bank, 
Paris, Ill. 

Johnson, Elmer E., vice-president and manager Bank of 
Commerce, Everett, Wash. 

Johnson, John Albert, "cashier Farmers National Bank, 
Aurelia, Iowa. 

Jones, J. J., president Meridian Bank, Meridian, Idaho, 

president Prosser State Bank, Prosser, 

as 


Knauff, Christian, president Waterville Savings Bank, 
Waterville, Me 

McGlinn, John, vice-president and director Continental- 
—_— Title and Trust Company, Philadelphia, 


McKeon, John C., vice-president National Park Bank, 
New York, N. 

McLean, John R., director American Security and Trust 
na and Riggs National Bank, Washington,. 


MORTUARY RECORD OF ASSOCIATION MEMBERS 


REPORTED DURING JUNE, 1916 
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going via Chicago and Yellowstone Park and returning 
direct via St. Louis. Arrives at Kansas City in time 
for dinner Sunday evening, September 24, and leaves 
Kansas City for New York, Saturday, September 30, at 
midnight, arriving in New York Monday, October 2, 
9:36 A. M. 

Bankers Special No. 2. Going and returning via 
St. Louis direct, leaves New York Saturday, September 
23, 12:04 p. M., and arrives at Kansas City about 7:00 
p. M., Sunday, September 24. Leaves Kansas City Satur- 
day, September 30,emidnight, and arrives in New York 
at 9:36 a. M., Monday, October 2. 


It has been announced that the Chicago Clearing 
House banks will also operate a special “De Luxe 
Train” to Kansas City, but details as to the route, time 
for leaving, ete., have not been determined. H. E. 


Otte, vice-president National City Bank, at Chicago, is 
chairman of the committee. 


McNamee, Thomas, president Wabash National Bank, 
Wabash, Ind. 

Martin, W. B., president Iowa Trust and Savings Bank, 
Des Moines, Iowa. 

Mayo, Charles, president Hibernia Savings and Loan 
Society, San Francisco, Cal. 

Mellor, E. M., Sr., director Sykesville National Bank, 
Sykesville, Md. 

Millsaps, R. W., vice-president Citizens Savings Bank 
and Trust Company, Jackson, Miss. 

meet John, president First National Bank, Douglas, 

yo. 

Munsey, E. W., president First National Bank, Corsi- 
cana, Tex 

Osgood, C. S., president Farmers and Merchants Bank, 
Idaho Falls, Idaho. 

Ploeger, Charles F., president Seymour State Bank, 
Seymour, Wis. 

Pryer, Charles, vice-president Peoples Bank for Savings 
National City Bank, New Rochelle, 

Rankin, William A., president Bank of Rankin, Whitham 
and Company, Rankin, Tl. 

Romberger, J. A., president First National Bank, Eliza- 
bethville, Pa. 

Rose, James R., chairman Finance Committee Brevoort 

Savings Bank, Brooklyn, N. Y 


mae - Ray, president Citizens State Bank, Okeene, 
a. 


Stabler, Jordan, director Commonwealth Bank, Balti- 
more, Md 

Truax, D. W., president Tekoa State Bank, Tekoa, Wash. 

Tyler, John, assistant cashier First National Bank, 
Richmond, Va. 

— Gerritt S., president First State Bank, Alma, 

ich 
Wise, Saintes B., director Jofferson County National Bank 


and Northern New York Trust Company, Water- 
town, N. Y. 
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REGISTRATION AT THE ASSOCIATION OFFICES 


DunrinG THE Monts oF 1916. 


Ackley, Edward W., Franklin, Mass. 

Adophi, Ethel V., New York City. 

Allendoerfer, C. W., assistant cashier First National 
Bank, Kansas City, Mo. 

Barbour, J. F., president Bank of Maysville, N. B. A., 
Maysville, Ky. 

Barnet, W. R., president The Banking World Publishing 
Company, New York City. 

Beerbower, C. W., National Exchange Bank, Roanoke, Va. 

Beerbower, Mrs. C. W., Roanoke, Va. 

Birney, F. O., assistant secretary Chicago Savings Bank 
and Trust Company, Chicago, Ill. 

Burgess, F. E., president Howard National Bank, Bur- 
lington, Vt. 

Burns, Raymond J., treasurer Wm. J. Burns Interna- 
tional Detective Agency, Inc., Chicago, Ill. 

Calhoun, N. S., secretary and treasurer Union Trust and 
Savings Company, Maysville, Ky. 

Campbell, H. D., secretary Washington Savings & Loan 
Association, Seattle, Wash. 

Chase, Clement, Chase Financial Publications. 

Clement, John B., vice-president and treasurer Central 
Trust Company, Camden, N. J. 

Cox, R. B., vice-president Webster & Atlas National 
Bank, Boston, Mass. 

Dean, Benjamin S., Jamestown, N. Y. 

De Lano, Kirk B., cashier State Bank, Canastota, N. Y. 

Dudley, Guilford, president Fallkill National Bank, 
Poughkeepsie, N. Y. 

Ellis, Charles H., cashier Bank of Sturgis, Sturgis, Ky. 

Farley, James J., editor The Banking World, New York 
City. 

Saseumasuaiiie Clarkson L., New York City. 

Farnsworth, Frederick C., New York City. 

Fox, G. B., National Shawmut Bank, Boston, Mass. 

Gilliam, W. R., secretary Harvey Blodgett Company, St. 
Paul, Minn. 

Gray, Wm. J., vice-president First and Old Detroit Na- 
tional Bank, Detroit, Mich. 

Haines, Charles, Bedford Hills, N. Y. 

Hall, Frederick P., vice-president Union Trust Company, 
Jamestown, N. Y. 

Hyde, F. W., cashier National Chautauqua County Bank, 
Jamestown, N. Y. 

Johnston, Allen W., treasurer Schenectady Savings Bank, 
Schenectady, N. Y. 

Johnston, V. W., president Illinois Trust & Savings 
Bank, Champaign, III. 

Jupp, Wm. C., New York City. 

Kelsey, Ruth, New York City. 

Kiesewetter, L. F., vice-president and cashier Ohio Na- 
tional Bank, Columbus, Ohio. 

Landrun, Mrs. J. L., State. Department of Agriculture, 
Austin, Tex. 


Law, Wm. A., president First National Bank, Philadel- 
phia, Pa. 

Livingstone, Wm., president Dime Savings Bank, Detroit, 
Mich. 

Lusk, F. S., president First National Bank, Missoula, 
Mont. 

Lynch, James K., vice-president First National Bank, 
San Francisco, Cal.; President American Bankers 
Association. 

McCaleb, W. F., New York City. 

McClure, M. L., director Federal Reserve Bank, Kansas 
City, Mo. 

Mann, Hosea, director Park Trust Company, Worcester, 
Mass. 

Newcomer, Waldo, president National Exchange Bank, 
Baltimore, Md. 

O’Toole, John M., cashier First National Bank, Perth 
Amboy, N. J. ; 

Peck, F. J., cashier The National Bank, Cortland, N. Y. 

Philip, James P., president Catskill National Bank, 

atskill, N. Y. 

Phillips, Frank A., president Lambertville National 
Bank, Lambertville, N. J. 

Potter, Fred. H., Saginaw, Mich. 

Praetz, Joseph H., Emigrant Industrial Savings Bank, 
New York City. 

Randolph, Evan, vice-president Girard National Bank, 
Philadelphia, Pa. 

Rogers, George W., vice-president Bank of Commerce, 
Little Rock, Ark. 

Runkle, Delmer, president Peoples National Bank, 
Hoosick Falls, 

Shultz, Charles S., president Hoboken Bank for Savings, 
Hoboken, N. J. 

Smythe, B. E., president Gramatan National Bank, 
Bronxville, N. Y. 

Sorg, Joseph E., director Richmond Bank & Trust Com- 
pany, Richmond, Va. 

Stewart, Charles L., treasurer Benjamin Franklin Sav- 
ings Bank, Franklin, Mass. 

Strong, S. Fred., treasurer Connecticut Savings Bank, 
New Haven, Conn. 

Tredwell, Geo. H., cashier Richmond County Savings 
Bank, Port Richmond, Staten Island, N. Y 

Tyree, S. Young, treasurer National State & City Bank, 
Richmond, Va. 

Van Deusen, W. M., cashier National Newark Banking 
Company, Newark, N. J. 

Williams, Charles L., cashier Richmond Bank & Trust 
Company, Richmond, Va. 

Wilson, E. B., Bankers Trust Company, New York City. 

Woodson, W. W., vice-president First National Bank, 
Waco, Tex. 

Woodson, Mrs. W. W., president Texas Women’s Bankers 
Association, Waco, Tex. 


THE THEORY AND PRACTICE OF AUDITING 


“Auditing,” its theory and practice, has probably 
never been better covered in a single volume than in the 
book on that subject by Robert H. Montgomery. A 
second edition has recently published by the Ronald 
Press Company of 20 Vesey Street, New York, at $5. 
While none of the general books on accounting deal 


specifically: with bank auditing, the book has practical 
value for bankers because of its treatment of corporation 
accounts—a subject upon which the Federal Reserve Act 
has made it increasingly necessary to be informed. This 
second edition contains an additional one hundred pages 
of notes on the preparation of income tax returns. 
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THOMAS B. PATON, GENERAL COUNSEL 


BILLS OF LADING 


We are pleased to inform our members that on 
June 24 the House Committee on Interstate and Foreign 
Commerce reported the Pomerene Bill, 8. 19, relating to 
Bills of Lading, which passed the Senate by unanimous 
vote, last March, with recommendation that it be 
passed. The committee made a few amendments relat- 
ing to provisions as to shipper’s load and count and cer- 
tain other matters primarily of interest to shippers, but 
the substantial provisions .of the bill, so far as they 
relate to negotiability and the liability of the carrier 
upon bills signed by an authorized agent without receipt 
of the goods, remain unchanged. The American Bankers 
Association has been advocating this legislation for a 
number of years, in co-operation with shippers’ organiza- 
tions and there seems every reason now to expect that 
the House will pass the bill at this session, that after an 
agreement with the Senate as to the amendments, it will 
become a law during the present Congress. 

The report of the committee was made by its chair- 
man, Mr. William C. Adamson. Aside from stating the 
recommended amendments and explaining the reasons 
therefor, the report says: 

“Our committee has given long and patient attention 
to the consideration of the bill. It appeared to be a 
banking bill entirely and not designed to promote nor 
facilitate transportation, but appeared to be designed 
to improve banking facilities and make readily avail- 
able to shippers cash returns on their shipments. The 
practice has been long in vogue, but some ten or twelve 
years ago some irregularities and frauds occurred which 
rendered doubtful and uncertain the discounting of 
drafts attached to bills of lading, so that the National 
Bankers Association inaugurated a movement to secure 
this legislation. 

“After considering it for several terms, reporting it 
to the House once and passing it through the House, the 
committee sought to meet the purposes intended by in- 
corporating in the amendment to the commerce act of 
1910 a provision investing the Interstate Commerce 
Commission with authority and jurisdiction over both 
the fofm and substance of bills of lading. That, how- 
ever, did not satisfy the bankers, who felt that bills 


AMENDMENT OF THE 


The following became a law by approval of the 
President, June 12, 1916. It amends the last proviso of 
Section 6, Parity Act of March 14, 1900, which provides 
for the issuance of gold certificates against the deposit 
of gold coin: 
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of lading ought to be supported by guarantees of ab- 
solute verity. So they continued the demand for this 
legislation and persuaded many of the shippers to believe 
in its necessity and urge its passage through the assur- 
ance of better and safer banking facilities and also by 
the hope held out to both bankers and shippers that the 
absolute certainty guaranteed as to the verity of bills 
of lading would make them in fact substantial exchange 
paper and really increase the circulating medium in the 
country by about $5,000,000,000. Of course, this conten- 
tion possessed a great deal of merit, but since the benign 
effects of the reserve banking system have been realized 
by the country this consideration has lost much of its 
force because money has become much more plentiful 
and the facilities of exchange much more satisfactory. 
However, no man could deny the contention that a car- 
rier ought to safeguard its offices and conduct its busi- 
ness with such precision as to prevent serious shortages, 
frauds or forgeries. 

“In short, a common carrier, semi-official in its 
character, doing business for the people, ought to be 
required to make good what it authorizes to be signed 
or permits to be signed in its established offices and 
places of business. The chief work of your committee 
has been to inquire and ascertain what effects the in- 
novations proposed in this bill would have upon the 
facilities of transportation, whether the operation of the 
carriers would be retarded, embarrassed, complicated, or 
made more expensive to the people. All the expense of 
banking and all the expense of transportation fall upon 
the public in the last resort, therefore the concrete ques- 
tion before us was, will the people save more by its 
enactment through improved banking facilities than they 
will lose through the detrimental effects on transporta- 
tion operations. The committee concluded that the bill 
should be passed and that the certainty and verity of 
transactions making financial exchanges and commercial 
operations more certain, safe, and satisfactory would 
more than compensate the public for any consequent 
delay or increased cost of transportation. 

“With a few amendments which the committee 
deemed wise we concludec to report the bill.” 


PARITY ACT OF 1900 


Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress as- 
sembled. ‘That section six of an Act to define and fix 
the standard of value, to maintain the parity of all 
forms Of money issued or coined by the United States, 
to refund the public debt, and for other purposes, ap- 
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proved March fourteenth, nineteen hundred, as amended 
by the Act approved March second, nineteen hundred and 
eleven, be, and the same is hereby, further amended by 
striking from the last proviso of said section six the 
word “one-third” and inserting in lieu thereof the word 
“two-thirds,” making the last proviso of said section six 
read as follows: 

“And provided further, That the Secretary of the 
Treasury may, in his discretion, receive, with the Treas- 
urer or any Assistant Treasurer of the United States, 
deposits of gold bullion bearing the stamp of the coin- 
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age mints of the United States, or the assay office in 
New York, certifying their weight, fineness, and value, 
in amounts of not less than $1,000 in value, and issue 
gold certificates therefor of the description herein 
authorized. But the amount of gold bullion and foreign 
coin so held shall not at any time exceed two-thirds 
of the total amount of gold certificates at such time 
outstanding. And section fifty-one hundred and ninety- 
three of the Revised Statutes of the United States is 
hereby repealed.” 
Approved, June 12, 1916. 


OPINIONS OF THE GENERAL COUNSEL 


INTEREST ON NATIONAL BANK LOANS 
OUTSIDE THE STATE 


State rate applies even though money loaned to borrowers 
outside the state where higher rate is allowed. 


From Missouri—There has been brought to my at- 
tention by one of our Illinois banker friends a question 
which indicates to me a conflict between the National 
Bank Law and a general principle of law, and I am, 
therefore, appealing to you to elucidate the matter. As I 
understand, it is a general principle of law that the rate 
of interest or discount, as well as all other matters per- 
taining to a note, are regulated by the laws of the state 
in which the note is payable, and yet Section 5197 of 
the National Banking Act provides that a national bank 
“may charge interest at the rate allowed by the laws of 
the state, territory or district where the bank is located 
and no more.” ‘The particular case which brings up this 
question is that the National Bank of ’ 
Illinois, located in a community where it is unable to 
lend its funds, has discounted at the rate of eight per 
cent. loans made and payable within the states of Mis- 
souri, Arkansas and Texas, which rate is within the 
legal limit allowed by these three states, although the 
legal limit allowed by the state of Ilinois is seven per 
cent. The Comptroller has held that the eight per cent. 
rate on these loans is usurious. Following this trend of 
reasoning, a loan made and payable in [Illinois could be 
lawfully discounted at the rate of eight per cent. by an 
Arkansas bank. The fact that a national bank is not 
presumed to confine its business to its own state is 
evidenced in Section 24 of the Federal Reserve Act, 
authorizing national banks to make farm loans any- 
where within the Federal Reserve District of the lending 
bank. Could it be possible that in spite of this express 
authorization an Illinois national bank making a farm 
loan in Arkansas shall be compelled to abide by the in- 
terest law of Illinois? If you can give me a solution of 
the problem I will be very grateful. 


The National Bank Act allows a bank to charge 
interest (1) at the rate allowed by the laws of the state 
where a bank is located and no more, (2) except where 
a higher rate is charged by state banks of issue they can 
charge such higher rate and (3) where no rate is fixed 
by the state law, not exceeding seven per cent. 

The policy underlying the above provisions was thus 
stated by the Supreme Court of the United States in an 
early case (Tiffany v. National Bank, 18 Wall. 409) : 
“It was expected that they (the national banks) would 
come into competition with state banks, and it was in- 
tended to give them at least equal advantages in such 


competition. In order to accomplish this they were 
empowered to reserve interest at the same rates, what- 
ever those rates might be, which were allowed to similar 
state institutions. This was considered indispensable to 
protect them against possible unfriendly state legisla- 
tion. Obviously, if state statutes should allow to their 
banks of issue a rate of interest greater than the ordi- 
nary rate allowed to natural persons, national banking 
associations could not compete with them, unless allowed 
the same. On the other hand, if such associations were 
restricted to the rates allowed by the statutes of the 
state to banks which might be authorized by the state 
laws, unfriendly legislation might make their existence 
in the state impossible. A rate of interest might be pre- 
scribed so low that banking could not be carried on, 
except at a certain loss.” 

The National Bank Act was, of course, framed on 
the theory that the bulk of a bank’s loans were to bor- 
rowers in the same state. But national banks now, to 
a greater or less extent, nationalize the scope of their 
operations by loaning to borrowers in other states and 
the Federal Reserve Act has in two instances specifically 
empowered loans outside the state, Section 24 author- 
izing loans by national banks not situated in central re- 
serve cities, on farm lands within the district, and Sec- 
tion 25 permitting national banks with capital of 
$100,000 or more to establish branches in foreign coun- 
tries or dependencies of the United States. 

In giving these added powers of loaning to bor- 
rowers outside the state, it would seem that the National 
Bank Act should have been correspondingly amended so 
as to permit the option to charge interest at the rate 
allowed in the state or country in which the borrower 
was located. But this was not done, and under the posi- 
tive provisions of the statute it would appear that a 
national bank, no matter where it makes a loan, is re- 
stricted to the rate of interest allowed by the laws of 
the state as provided in the act. 

The suggestion is pertinent whether there should 
not be an amendment of the act in view of the growing 
interstate and international scope of national bank loans, 
so as to give a national bank the additional right or 
option to charge interest according to the laws of the 
state or country of the borrower in all cases of loans 
made outside the state. 
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GARNISHMENT OF BANK AS DRAWER OF 
OUTSTANDING BANK DRAFT. 


Where negotiable draft has been issued by bank and is 
outstanding, drawer is not liable to garnishment in 
suit of creditor against payee, under law of Illinois, 
unless it be shown that draft has matured and is still 
in hands of payee. 

From Illinois—A purchased a draft of us drawn on 
our Chicago correspondent made payable to B for $100. 
A claims that B has lost the draft and requests a dupli- 
cate. Before duplicate is issued C serves a writ of at- 
tachment on us against B, trying to tie up funds. Is a 
draft attachable? What position are we in? 


The general rule is that the maker or indorser of 
commercial paper cannot be made a garnishee in an 
action against the payee or holder thereof prior to the 
maturity of such paper. (Wohl v. Bank, 154 Ala. 332; 
Gregory v. Higgins, 10 Cal. 339 [where the court said: 
“From the very nature of a pronissory note, it is evi- 
dent that, before its maturity, the indebtedness of the 
maker thereon cannot be the subject of attachment. His 
obligation is not to the payee named in the note, but to 
the holder, whoever he may be. From its negotiability, 
it may often pass into the possession of parties entire 
strangers to the maker and, even if held by the defendant 
at the time of garnishment it does not follow that it 
would be in his hands at its maturity, and, if transferred 
before maturity to a bona-fide holder it could be enforced, 
even if paid upon the attachment”]; Wilson v. Mc- 
Eachern, 9 Ga. App. 584; Littlefield v. Hodge, 6 Mich. 
326; Hubbard v. Williams, 1 Minn. 54; Fisher v. O’Han- 
lon, 93 Nebr. 529; First State Bank v. Lattimer [Okla. 
1915], 149 Pac. 1099 [decided under statute]; Oakdale 
Mfg. Co. v. Clarke, 29 R. I. 192; Willis v. Heath, 75 
Tex. 124; Guillot v. Wallace [Tex. Civ. App. 1914], 168 
S. W. 978; Timm v. Stegman, 6 Wash. 13; Carson o. 
Allen, 2 Pinn. [Wis.] 457). 

In some jurisdictions, however, the rule is laid down 
that the maker or indorser of a negotiable instrument 
may be gurnished before maturity thereof in an action 
against the payee, provided such paper has not passed 
into the hands of a bona fide holder for value, without 
notice of the garnishment process. (W. A. Smith & Bro. 
v. Spinnen [Ark. 1914], 170 8S. W. 84; Enos v. Tuttle, 
3 Conn. 27; King v. Vance, 46 Ind. 246; Knight v. Bow- 
ley, 117 Mass. 551; Bills v. National Park Bank, 89 
N. Y. 343 [where the court, in ‘passing on this point, 
said: “It is generally the law in this country under 
statutes like those which existed in this state, that a 
debt evidenced by a negotiable security can be attached, 
and the following rules may be deduced from adjudged 
cases: While the negotiable security is held by the 
attachment debtor it may be attached by the service of 
an attachment upon the maker, provided the negotiable 
security is past due. If the security be not past due at 
the time the attachment is served, but thereafter re- 
mains in the hands of the attachment debtor until it 
becomes due, then the attachment is effectual. Where a 
debt evidenced by a negotiable security is thus attached, 


the attachment is effectual against everybody except a 
bona-fide taker of the security after the attachment. The 
care and purpose of the courts in such cases is to pro- 
tect the maker of the security against double payment, 
and when that can be accomplished the attachment can 
be made effective. If the security is not due then there 
must be proof that it was in the hands of the attach- 
ment debtor when the attachment was served, and in the 
absence of proof, that will not be presumed; in other 
words, it must be shown that it was in such a condition 
as to be liable to the attachment”]; Secor v. Witter, 39 
Ohio St. 218; Day v. Zimmerman, 68 Pa. St. 72). 

In Illinois a promissory note belonging to a defend- 
ant in an attachment suit is not liable to levy and sale 
under a writ of attachment. The proper way to reach 
promissory notes in attachment proceedings is by gar- 
nishee process. (Prout v. Grout, 72 Ill. 456.) 

The Illinois statute in respect to garnishment pro- 
vides that “No person shall be liable as a garnishee by 
reason of having drawn, accepted, made or indorsed any 
negotiable instrument, when the same is not due, in the 
hands of the defendant at the time of service of the 
garnishee summons, or the rendition of judgment.” 
(Rev. Stat. Ill., Chap. 62, See. 15.) 

In Wright v. MacCarty, 92 Ill. App. 120, in con- 
struing this section of the garnishment statute, it was 
held that the maker of a negotiable instrument cannot 
be held liable as garnishee when such instrument is out- 
standing before its maturity. In Auten v. Craham, 81 
Ill. App. 502, it was held that under the provisions of 
this section of the statute, a certificate of deposit pay- 
able to the order of the depositor on return of the cer- 
tificate, properly indorsed, is protected from the effect of 
garnishment, even in the hands of the payee at the time 
of service or of the rendition of judgment. 

In the course of its opinion, the court said: 

“The grounds relied upon for reversal are that by its 
terms the certificate of deposit was not due until it was 
returned: properly indorsed by Slattery, the depositor. 
That it was a negotiable instrument and the indorsees 
had the right to take and pay the full value for it and 
be protected therein. That appellants were bound to pay 
the holder when the certificate was returned properly 
indorsed, and could not be made liable in the garnishee 
proceedings. We are of the opinion the following 
propositions must be held as the law applicable to the 
facts of this case: First, that the ‘certificate of deposit 
was a negotiable instrument having like qualities as a 
promissory note payable on demand; second, that it was 
not due until demand was made, or until a sufficient time 
had elapsed to raise a presumption the paper was past 
due, in view of the manner in which the business of the 
bank was ordinarily transacted; third, that under the 
provisions of Chap. 62, Par. 15, Starr & Curtis’ Anno. 
Statutes, it was protected from the effect of garnishment, 
even in the hands of the payee at the time of service or 
of the rendition of the judgment.” 

See, however, Wells v. Binner, 170 Ill. App. 412 (de- 
cided in May, 1912), holding that the present statute 
does not exempt from garnishment amounts payable on 
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negotiable instruments not due at the time of service of 
garnishee summons if the instrument mature before 
“rendition of judgment” in the hands of the defendant. 

Under the Illinois statute and decisions it would 
appear that your bank is not liable as drawer of the 
draft to garnishee or attachment process, in the action 
by C against B. The draft is a negotiable instrument, 
not past due, and not shown to be in the hands of the 
payee-defendant. Furthermore, it would not be safe to 
issue a duplicate, on claim of loss, without requiring 
indemnity, for there is still the possibility that the draft 
may turn up as an enforceable obligation in the hands 
of a bona fide purchaser for value, who has acquired 
same under indorsement of the payee. 


LIABILITY OF INDORSER “WITHOUT 
RECOURSE” AS WARRANTOR OF 
VALIDITY 


Where payee and mortgagee of fraudulent note and 
chattel mortgage, indorses note ‘‘ without recourse’”’ 
and sells the note and mortgage, there is a breach 
of implied warranty of validity of the thing sold for 
which the payee is liable to the purchaser. 


From Kansas—J. P. 8. gave a note to the E. Cattle 


Co. for $5,000 secured by a chattel mortgage on 150 head 


of three-year-old steers. The E. Cattle Co. sold the note 
to the C. State Bank, indorsing it to them without re- 
course. The note proved to be fraudulent, there being 
no such cattle as given in the mortgage. Can the E. 
Cattle Co. be held liable for the amount? The position 
taken by counsel here is that since there was no value 
to the note when it was taken, it was the business of the 
Cattle Co. to know that the security was all right and 
their indorsing it without recourse would not hold any 
more than if the note had proved a forgery. 


An indorsement without recourse is a qualified in- 
dorsement. The Negotiable Instruments Act provides 
that “every person negotiating an instrument by delivery 
or by a qualified indorsement warrants (1) that the in- 
strument is genuine and in all respects what it purports 
to be, (2) that he has good title to it, (3) that all prior 
parties had capacity to contract, (4) that he has no 
knowledge of any fact which would impair the validity 
of the instrument and render it valueless * * *” 

As the indorser, without recourse, in this case is 
the payee and is chargeable with knowledge that the 
note, as well as the mortgage given to secure it, was 
fraudulent, there would be a breach of the above war- 
ranty of validity for which the payee would be liable. 

Apart from the Negotiable Instruments Act the de- 
cisions authorize the same conclusion. 

In Cross v. Hollister, 47 Kan. 652, a note was trans- 
ferred to C by H “without recourse” and it was held 
that in the absence of fraud or mistake H was relieved 
from liability. 

In Challis v. McCrum, 22 Kan. 157, it was held that 
the indorser “without recourse” of a note partially void 
for usury is liable on the implied warranty that the note 


is valid for the amount expressed upon its face. Brewer, 
J., said: “The note was not the legal obligation of the 
maker to the full amount. As to the usurious portion, it 
was as it were no note. This was a defect in the very 
inception of the note. It was known to the vendor, and 
it arose out of his own dealings in the matter. By all 
these authorities there is an implied warranty against 
such a defect, and the vendor is liable for a breach 
thereof.” 

In Meyer v. Richards, 163 U. S. 385, it is held that 
upon the sale of a negotiable instrument there is an 
implied warranty that the instrument is what it pur- 
ports to be. Thus where both the vendor and vendee of 
negotiable bonds contemplate valid securities and those 
delivered are void because stricken with nullity by a 
constitutional provision adopted after the Act author- 
izing the issue of the securities, there being nothing on 
their face to indicate their invalidity, there is a breach 
of the implied warranty of identity and the vendee may 
recover. The court in this case quotes with approval 
Hannum v. Richardson, 48 Vt. 508, where an indorser 
sold a negotiable promissory note without recourse. The 
note was void because given for intoxicating liquors in 
violation of law. It was claimed that the defendant 
knew of the invalidity of the note when he transferred 
it. The court held that knowledge on the part of the 
seller was not necessary to fix his liability, saying: “By 
indorsing the note ‘without recourse’ the defendant re- 
fused to assume the responsibility and the liability which 
the law attaches to an unqualified indorsement, so that 
in respect to such liability it was perhaps to be regarded 
as standing without an indorsement. If it be so re- 
garded, then in what position do these parties stand in 
respect to the transaction? The principle is well settled 
that where personal property of any kind is sold there 
is on the part of the seller an implied warranty that 
he has title to the property and that it is what it pur- 
ports to be and is that for which it was sold, as under- 
stood by the parties at the time; and in guch case, 
knowledge on the part of the seller is not necessary to 
his liability.” The court further observed: “The note 
in question was ‘not a note. It was not what it pur- 
ported to be, or what it was sold and purchased for. It 
was of no more effect than if it had been a blank piece 
of paper for which the plaintiff had paid his $50. In 
this view of the case, we think the defendant is liable 
upon the warranty that the thing sold was a valid note 
of hand.” 

See also Drennan v. Bunn, 124 Ill. 175, in which it 
was held that the holder may recover against the in- 
dorser without recourse if the note was invalid between 
original parties because of the want or illegality of the 
consideration. 

It would seem, therefore, both under the Negotiable 
Instruments Act and under the common law that the 
payee of this note given in fraud, without any considera- 
tion, who indorsed it without recourse, and sold it with 
a purported chattel mortgage, also fraudulent, is liable 
to the purchaser for breach of warranty of the validity 
of the thing sold. 
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LIABILITY OF SURETY-MAKER NOT 
AFFECTED BY EXTENSION OF TIME 


Under the Negotiable Instruments Act a surety who signs 
as maker is primarily liable and is not released by an 
extension of time to the principal maker without his 
consent. 


From Illinois—We are desirous of ascertaining 
whether or not the words “the joint signers agree to 
waive any extension of time without notice” included in 
the body of a note would be legal in the State of Illinois 
and absolutely bind and hold the joint signers as sureties. 
Would a bank be absolutely safe and protected in acting 
on such a clayse in a past due note? 


It was the rule of the common law that a valid ex- 
tension of time by the holder to the principal maker 
without the consent of the surety-maker, discharged the 
latter from liability. But under the Negotiable Instru- 
ments Act the surety-maker is held to be “primarily” 
liable and it has been held in a number of cases under 
this Act that an agreement with the principal extending 
the time of payment does not release from liability one 
who signs as surety or as accommodation maker. (Ed- 
mondston v. Ascough, 43 Colo. 55; Vanderford v. 
Farmers Bank, 105 Md. 164.) 

The Negotiable Instruments Act is in force in 
Illinois and under the decisions in a number of states— 
although I do not find the point has been passed upon in 
Illinois—your bank could extend time to the principal 
maker of a note without releasing the surety-maker, 
even though the latter did not consent to the extension. 
In your form of note, however, the words “The joint 
signers agree to waive any extension of time without 
notice” constitute an express consent by the surety- 
maker to the extension. Therefore, it would seem your 
bank would be safe and protected in making extension. 


ACCOMMODATION INDORSEMENT SUB- 
SEQUENT TO DELIVERY 


One who signs a note as accommodation indorser after its 
delivery and the passing of consideration is not 
liable, without a new consideration, unless such 
indorsement is made pursuant to an agreement in 
advance of delivery. 


From Kansas—We would like to have your opinion 
in the following case which we will explain by illustra- 
tion: A comes in and asks for a loan of $500, saying 
that B, who is perfectly good, will come in and sign 
as accommodation indorser within the next few days. 
Now if we make A this loan at the time and take his 
word that B will sign later, will the fact that we have 
accepted the note without B’s signature release B, if, 
after he has signed the note, he refuses to pay it? 


A person who signs a note after it has been exe- 
cuted and delivered and after the consideration has 
passed between the original parties thereto, incurs no 
liability unless there be independent proof of a new con- 
sideration; but if it was the original understanding 


that the further security would be given and if such 
additional security is given pursuant to the original 
agreement, it relates back to the inception of the first 
contract and in such cases no new consideration is re- 
quired. (Montgomery Co. v. Auchley, 92 Mo. 126; Eitel 
v. Farr, 165 8. W. [Mo.] 1191.) 

But the promise of the original maker at the time 
of the execution and delivery of a note to secure the 
name of the subsequent signer, will not operate as a 
consideration for the subsequent signing of another per- 
son after execution and delivery of the note and after 
the original consideration has passed, when such subse- 
quent signer at the time of signing was wholly ignorant 
of such promise. (Messenger v. Vaughan, 45 Mo. App. 
15.) 

In the light of the above authorities, it would 
appear that if the bank makes a loan to A and takes his 
word that B will sign later, and B after execution 
and delivery comes in and signs the note without any 
new consideration, his liability will depend upon whether 
his signature is in pursuance of an agreement so to 
sign, to which he was a party, made before execution and 
delivery. If there was such an agreement B would be 
liable; otherwise, it would seem, he could not be held. 


PREMATURE PAYMENT OF POST-DATED 
CHECK 


Post-dated check is not payable or chargeable to drawer’s 
account until day of date and if prematurely paid and 
charged, refusal to pay subsequent check, good but 
for the erroneous charge, is a wrongful dishonor. 


From North Carolina—John Brown drew a post- 
dated check on this bank for $100 and through error we 
aid the check when presented seven days before its 
ate. Two days after the first payment ‘another check 
of John Brown for $3 was presented and, because of the 
payment of the post-dated check we did not have funds to 
his credit to meet it. We consequently refused payment, 
though did not protest the check. John Brown has 
brought suit against us for refusing to pay this last 
check. In other words, if we had not bee his check of 
$100 before its date we would have had funds to his 
credit to have paid the smaller check. We have advised 
with our attorney concerning this matter and while he 
does not think John Brown can get judgment for 
damages under the existing circumstances, yet he says 
we have no statute dealing directly on this subject and 
it is a matter of court decisions. We feel that you are 
in a position to advise us definitely and we would like 
your opinion with reference to any court decisions. 


Your bank, of course, had no right to pay the post- 


dated check before its date. I quote the following lan- 
guage of the court in Smith v. Maddox-Rucker Banking 
Co., 68 S. E. (Ga.) 1092, which sufficiently illustrates 
the law: “A post-dated check (7. e., a check dated at a 
time in future) is not subject to payment or acceptance 
until the time of its date arrives. If it be presented 
at a time in advance of its date, the drawee, even if he 
has funds on hand sufficient to pay it, cannot pay it, 
or retain the fund to pay, as against other checks or 
drafts presented and payable prior to the time the check 
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bears date. The drawer of a post-dated check does not 
undertake to have the funds in the drawee’s hands to 
meet it before the time at which the check bears date 
arrives.” 

It follows that when the second check of John Brown 
for $3 was presented there were sufficient funds on de- 
posit to pay it and refusal to pay was not justified. 
Probably under the circumstances very little damages 
would be awarded; yet it is a case where the depositor 
had a right to have his check paid. 


COLLECTION BY INSOLVENT BANK 


Where a check on North Carolina, deposited in a Delaware 
bank “subject to final payment”’ is forwarded through 
a Maryland bank and collected by a North Carolina 
bank from the drawee, which collecting bank fails 
before remitting, the amount is chargeable back by 
the Maryland bank to the Delaware bank and by the 
latter to its customer who, however, has a claim upon 
the receiver of the failed bank for the full proceeds as 
a trust fund. 


From Delaware—On January 31, 1916, one of our 
depositors deposited with us a check of $250 drawn 
on Trust Company of Fayetteville, N. C. We 
sent this check on January 31 to National Bank 
of Baltimore, Md., which in turn sent it to Na- 
tional Bank of Fayetteville, N. C., and by them it was 
presented to Trust Company of Fayetteville, 
the paying bank, on February 2, 1916. On February 
4 the National of Fayetteville was closed b 
order of the Comptroller. The National Bank 
of Baltimore has charged the check back to our account, 
but did not return the check as it had been paid by the 

Trust Company of Fayetteville as before stated. 
We would like you to inform us who is the loser of the 
amount of the check. You will please note that all 
our deposit tickets read—“Checks and drafts are credited 
subject to final payment.” 


In this case you received from your customer “sub- 
ject to final payment” a check on a trust company in 
Fayetteville, N. C., which you forwarded to your Balti- 
more correspondent, who forwarded it to a national 
bank in Fayetteyille, which collected the amount 
from the trust company and two days later, before mak- 
ing remittance, was closed by order of the Comptroller. 

Under the law of Maryland a collecting bank which 
uses due care is not liable for its correspondent’s de- 
faults. (Citizens Bank v. Howell, 8 Md. 530.) This 
relieves your Baltimore correspondent. Whether the 
same rule prevails in Delaware or the contrary rule 
that the collecting bank is responsible for its cor- 
respondent’s defaults, does not appear to have been de- 
cided; but in view of the fact that the check was credited 
“subject to final payment” this, I think, would relieve 
your bank. In a recent decision by the Court of Ap- 
peals of Kentucky (Falls City Woolen Mills v. Louis- 
ville Nat. Banking Co., 140 S. W. 66) the court said: 
“The words on the deposit slip ‘all items credited sub- 


ject to final payment’ mean that the credit is given 
subject to the final payment to the bank and that the 
credit may be withdrawn if the item is not paid to the 
bank.” In the case cited, a check deposited subject to 
final payment was forwarded to a correspondent, which 
collected the item, but failed, and the proceeds were 
not paid over. The bank charged the amount back to 
the depositor and the latter brought an action against 
it to recover. The court held that the bank was en- 
titled to a verdict in its favor. 

So also in Bank of Rocky Mount v. Murchison Nat. 
Bank, 55 8. E. (N. C.) 95, the court among other things 
held the following proposition: “The fact that the 
Murchison bank undertook the collection under a con- 
tract by which the check was received by it for col- 
lection ‘at owner’s risk until we receive full actual pay- 
ment’ does not relieve such bank from liability for its 
own negligence. While this contract might relieve the 
first bank from’ liability for the defaults of corre- 
spondents, although suitably selected, in those states 
where the law imposes such a liability, it will not be 
construed to relieve the bank from liability for negli- 
gence in selecting an unsuitable agent.” 

As there was no negligence in this case on the part 
of your bank, I think the amount of the check is —— 
able back to your customer’s account. 

It does not follow, however, that your customer 
must necessarily be the loser. There are many cases 
(although there are some to the contrary) which sup- 
port the view that where an insolvent bank which has 
made a collection fails before remitting the proceeds, 
such proceeds remain the property of the owner of the 
paper and may be recovered as a trust fund. (Western 
German Bank v. Norvell, 134 Fed. 724; First Nat. Bank 
v. Dennis, 146 Pac. [N. Mex.] 948.) 

In the present case, therefore, the amount is charge- 
able to your customer but he, as the owner of the pro- 
ceeds should make a claim upon the receiver of the failed 
bank for their payment in full. 


PAYMENT OF STOPPED CHECK 


Bank which pays stopped check to a bona fide holder 
cannot afterwards recover back the money but pay- 
ment to fraudulent holder is probably recoverable— 
Where however holder has taken check as gift and 
receives payment in good faith without notice of 
countermand by drawer it would seem that payment 
is irrevocable. 


From Montana—Will you kindly give us the laws 
relating to stop payment on checks as to whether or not 
we have any recourse on the party who cashed the. 
check? Payment was stopped on a check given by one of 
our customers, but through an oversight same was paid 
by us. The party who received the check is responsible 
and gave no value for the money. 


The question of the right of the drawee bank which 
pays a stopped check, to recover the money from the 
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bona fide payee has been passed upon, and the right 
denied, by the Court of Errors and Appeals of New 
Jersey in National Bank of New Jersey v. Berrall, 58 
Atl. (N. J.) 189. In that case the court stated the rule 
as follows: 

“Where a bank receives in the ordinary course of 
business a check drawn upon it, presented by a bona fide 
holder, who is without notice of the fact that payment 
thereof has been stopped, and the bank pays the amount 
of the check to such holder, it cannot afterwards recover 
back the money as paid by mistake, on the ground that 
payment of the check has been countermanded by the 
drawer.” 

The court held there is no right of recovery for two 
reasons: (1) want of privity between the parties to the 
action, (2) because the payment so made is voluntary. 
Concerning this latter ground the court said: 

“But even if the want of privity were no obstacle, 
in our opinion the case shows no ground for recovery, 
because the money was not paid by mistake, within the 
meaning of the legal rule that permits a recovery. 
There was no legal obligation on the part of the plaintiff 
to pay the check, and this aside entirely from the fact 
that it had received notice to stop payment. We concur 
in the view expressed by the Supreme Court in Creveling 
v. Bloomsbury National Bank, 46 N. J. Law, 255, that 
the holder of a check has no contract with the bank on 
which it is drawn, and no legal right to exact payment. 


In this case, therefore, the check was voluntarily paid ° 


by the plaintiff to the Washington bank. Since the 
present controversy arose, the rule of the Creveling case 
has been established in statutory form by the general 
act of 1902 relating to negotiable instruments (P. L. 
1902, p. 614, c. 184, §189). As between the holder of 
a check and the bank upon which it is drawn, the latter 
is bound to know the state of the depositor’s account. 
Before paying the check, it must take into consideration 
whether it was drawn against funds, and whether the 
order for payment evidenced by the check has subse- 
quently been revoked. Therefore, where a bank receives 
in the ordinary course of business a check drawn upon it, 
and presented by a. bona fide holder, who is without 
notice of any infirmity therein, and the bank pays the 
amount of the check to such holder, it finally exercises 
its option to pay or not to pay, and the transaction is 
closed, as between the parties to the payment.” 

In the case stated by you the person who received 
payment “gave no value for the money,” and the further 
question arises whether that fact would authorize a 
recovery. If such person obtained the check through 
fraud, he would not be a bona fide holder and in such 
case, probably, the general rule would not apply and the 
money would be recoverable. But if there is no fraud 
in the case as where, for example, the payee received 
the check as a gift and collected the money in good faith, 
I think there would be no right of recovery, for in such 
case the gift would be completed by delivery and would 
be irrevocable. 


ASSIGNMENT OF SAVINGS DEPOSIT 


Validity of loan by national bank to depositor in savings 
bank secured by assignment of bank book. 

From New York—We are desirous of ascertaining 
whether a savings bank-book can legally be pledged to 
secure a loan with a national bank under the laws of 
New York State, and whether a bank making such a 
loan would have any difficulty in recovering from the 
savings bank in the event of the note’s not being paid. 


There is nothing in the law which will prevent a 
national bank in New York State from making a loan 
to a depositor in a savings bank and taking an as- 
signment of his deposit evidenced by his savings 
bank-book as security. But as a savings bank-book 
is not a negotiable instrument (Smith v. Brooklyn Sav. 
Bank, 101 N. Y. 28; Mills v. Albany Exchange Sav. 
Bank, 28 Mise. [N. Y.] 251) it would be necessary to 
give notice to the savings bank of the assignment as a 
safeguard against subsequent possible withdrawals 
which might be effected by the depositor upon claim of 
loss without production of the book. 

You further ask whether there would be difficulty 
in recovering the amount from the savings bank in the 
event the loan was not paid by the depositor. The 


Banking Law authorizes the trustees of savings banks 
to prescribe regulations for the repayment of deposits 
which are posted in the bank and printed in the pass- 


book. These prescribed rules to which the depositor 
has assented, constitute an agreement between bank 
and depositor. Some savings banks make regulations, 
while others do not, covering the subject of assignment, 
to the effect that no assignment of an account or any 
part thereof shall be binding on the institution until 
notice thereof is given in writing within a prescribed 
period of time after execution of the assignment; 
further requiring that the assignment to be valid must 
be in writing. 

In loaning money upon an assigned savings bank ac- 
count it would seem desirable for the lender bank to 
conform, if possible, to the regulations of the savings 
bank, if any, in order to avoid controversy, although, of 
course, if the rules made by the savings bank in this 
respect were unreasonable, or attempted to prohibit as- 
signments, they would not be enforced by the courts. 
To illustrate this point, the recent decision of the New 
York Supreme Court, Appellate Term, First Department 
in Bank of U. S. v. Public Bank, 151 N. Y. Supp. 26, is 
instructive. The plaintiff had received from one Schrei- 
ber an assignment of the latter’s savings account in 
the defendant bank. The plaintiff presented the assign- 
ment, bank-book and draft for the full amount of 
Schreiber’s account to the defendant bank and payment 
was refused. It was not disputed that Schreiber exe- 
cuted the draft and assignment and that he delivered 
the draft, assignment and pass-book to the plaintiff, but 
the defendant claimed that the depositor was bound to 
present the draft in person because of a rule of the bank 
that a savings deposit would be paid “only when pre- 
sented with the pass-book by the depositor in person.” 
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The court, reversing the judgment below, held that 
notwithstanding this rule the relation of debtor and 
creditor still exists and where a depositor assigns his 
deposit account the rule will not justify the bank’s re- 
fusal to pay the assignee. The opinion of the court is 
instructive and I quote it: 

“The trial justice has in a very careful opinion held 
that the rule requiring the depositor to present the 
draft in person is a reasonable rule under all the 
peculiar circumstances of the case. His reasoning seems 
cogent, and, so far as the rule was intended to regulate 
the relation of bank and depositor, so long as that rela- 
tion continued, I should not lightly refuse to accept his 
conclusion. He has not, however, in his opinion consid- 
ered the effect of this rule where the depositor seeks to 
terminate this relation by assignment and the assignee 
seeks to recover the amount of the deposit. The plaintiff 
herein claims, in effect, that as assignee of the fund he 
takes it free from any rules and regulations which might 
be binding upon the depositor. This statement of the 
law is obviously too broad. He takes only the rights 
which the depositor had and is subject to all the limita- 
tions lawfully placed upon the depositor’s rights. It 
must be remembered, however, that even though we 
should go so far as to hold that the relation between 
depositor and depositary was that of a depositor and a 
savings bank, which is, however, not strictly the case, 
yet that relation is that of creditor and debtor, and the 
bank, to justify a refusal to pay its debts to one who is 
its creditor, must show some good reason for its refusal. 
Even where the bank requires a bank-book to be pre- 
sented as a voucher, the presentation of such bank-book 
is not a condition precedent to a recovery of the debt by 
the assignee, though a failure to present the bank-book 
may, where the bank might be subject to a double claim, 
present justification for a refusal to pay. (See Mierke 
v. Jefferson County Savings Bank, 208 N. Y. 347, 101 
N. E. 889, 46 L. R. A. [N. S.] 194.) So in Augsbury ». 
Shurtliff, 114 App. Div. 626, at page 633, 99 N. Y. Supp. 
989, at page 993, the court said: 

“ ‘We think it cannot be claimed that such depositor 
may not assign or transfer his interest in his deposit for 
a good and valuable consideration without the delivery 
of the pass-book representing such deposit, and that if 
such assignment or transfer is established to be valid 
the bank must recognize the same, notwithstanding the 
assignee or transferee may not have possession of the 
pass-book.’ 

“It seems to me that the true rule is that, while a 
savings bank, and perhaps this bank, may pass reason- 
able rules regulating the relation of depositor and de- 
positary, yet since it still remains a debtor of the de- 
positor, that debt may be assigned to a third party, and, 
if the execution of the assignment is properly estab- 
lished, it passes all title to the debt to the assignee. 
Thereafter, as between the assignee and the bank, the 
only question that remains is whether the debt itself 
is subject to any limitations which will justify the bank 
in refusing to pay; but the debtor cannot make rules 
and regulations which will limit the right to assign the 


debt. In this case, while the bank may possibly have the 
right to require a depositor, who desires to withdraw 
part of his deposit, to present the draft in person, if we 
construe its rule so strictly that only the depositor can 
obtain his money in person, we would permit a debtor, 
in the guise of making a regulation governing its reia- 
tion to depositors, to make its debt unassignable.” 


MISTAKEN PAYMENT OF STOPPED 
CHECK 


Where bank by mistake pays check which has been stopped 
and which is stale when presented, payment is not 
chargeable to drawer’s account, but where payee 
receiving payment is guilty of fraud, money may be 
recovered back. 


From North Dakota—On June 16, 1914, our cus- 
tomer issued his check of $66.20 to an individual resid- 
ing in Minnesota. He advises that the debt for which 
this check was given was subsequently settled by a note, 
signed by him and a third party. At the time the note 
was delivered he failed to recover his check but the note 
was paid by the third party and he in turn collected the 
amount from the maker of the check. The debtor claims 
that in June, 1914, he entered a stop payment of the 
above check with this bank, on whom it was drawn, but 
in a fire which destroyed the bank building in August, 
1914, the stop payment register was lost, and in consult- 
ing. the cashier who was in office at that time, we are 
advised that he cannot recall a stop payment of this 
item. On or about April 1, 1916, this check was received 
in a cash letter from our St. Paul correspondent, who in 
turn received it from a Minneapolis bank, where it had 
been deposited by the payee. The date of the check was 
not observed when received and our attention was not 
called to this until twenty days later, when we balanced 
our customer’s passbook and he refused to accept the 
check, stating he had entered a stop payment in 1914 
and furthermore the debt for which the check was given 
had been paid. We accepted the item for collection, not 
crediting his account, and returned it to our correspond- 
ent. The check was returned with advice that collection 
could not be made, the payee refusing to reimburse our 
correspondent on the grounds that it had been cashed in 
good faith and payment advised by this bank. We 
omitted to mention that it was sent through clearance 
by the payee with No Protest instructions. Under the 
circumstances mentioned are we liable to loss of this 
amount? Our customer asks us to accept this loss as 
we are at fault in cashing an item on which payment had 
been stopped, of which instructions we have no record 
and according to his statement were verbal instructions. 
We maintain we are not responsible as the check in all 
appearances was regular and the maker thereof had suf- 
ficient balance when charged to his account and we had 
no record of stop payment instructions. 

What recourse has the maker against the payee? 
Could this bank take any action compelling the corre- 
spondent bank to refund the amount of the check after 
twenty days had elapsed, from the time of payment until 
item was returned for collection? 


1. I think your bank has no recourse upon its 
customer, the drawer of the check, and as between the 
two it must stand the loss. He asserts that he orally 
stopped payment of the check. An oral stop payment 
is valid in the absence of enforcement of a rule re- 
quiring stop orders to be written. (Peoples Savings 
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Bank and Trust Co. v. Lacey, 40 So. [Ala.] 346.) 
Your bank is in no position to controvert this assertion 
as the stop payment register was destroyed by fire. 
Doubtless the customer could establish the fact, in court, 
that he did stop payment. Aside from this, the check 
when paid was nearly two years old and would very 
likely be held by the courts to be stale so as to put 
your bank on inquiry before making payment. See, 
for example, Lancaster Bank v. Woodward, 18 Pa. 357, 
where a bank paid a check more than a year after its 
date and it appeared that the drawer had, in the mean- 
time, paid the debt for which the check was given. It 
was held the bank could not hold the drawer. True in 
this case the drawer’s deposit was not sufficient at the 
time the check was presented and the bank paid it as 
an overdraft; but even where the account is sufficient 
I think it would probably be held that a check, presented 
two years after date, would be stale and discredited and 
put the drawee on inquiry of the drawer before making 
payment. This consideration, coupled with the fact 
that the drawer stopped payment, warrants the con- 
clusion that payment of this check cannot be charged 
against the drawer. 

2. But it would seem that your bank would have 
a right of recovery against the payee. The rule, of 
course, is well established that where a bank pays a 
check under the mistaken belief that the drawer has 
funds when he has not funds or where because of stop 
payment the check should not have been paid, the 
payment cannot be recovered. (Spokane & Eastern 
Trust Co. v. Huff, 115 Pac. [Wash.] 80; Manufacturers 


Nat. Bank v. Swift, 17 Atl. [Md.] 336.) In this latter 
case the court said: “In the absence of fraud on the 
part of the holder, the payment of a check by a bank 
is regarded as a finality. And the fact that the drawer 
had no funds on deposit will not give the bank any 
remedy against the holder.” This is an exception to 
the general rule of law that money paid under a mis- 
take of fact may be recovered. But the rule would not 
apply to deprive the bank of a right of recovery from a 
fraudulent holder and, according to the facts stated 
by you, the payee of the check in question committed 
a fraud when he put it in the bank for collection. ‘ He 
had received payment of the debt for which the check 
was given in the form of a note, which note had been 
paid. He did not return the check, as he should have 
done, but the drawer stopped payment. It would seem 
clearly a fraud on his part, after holding this check for 
two years, to deposit it in a Minneapolis bank for col- 
lection with no protest instructions. The fraud was 
successfully perpetrated to the extent that the bank 
on which drawn was misled into paying it and the 
payee, therefore, received the money twice for the same 
debt. The banks, of course, through whose agency the 
check was collected were innocent in the matter but, as- 
suming the facts are correctly stated by you, the payee - 
was guilty of fraud for which he would be liable to 
your bank, It is a general rule supported by numerous 
cases that money obtained by deceit and in bad faith, 
which the payee ought not to retain, may be recovered 
back. (Schaller v. Borger, 47 Minn. 357; Slothower v. 
McFarlane Grain Co., 90 N. W. [Ia.] 620.) 


TRUST POWERS FOR NATIONAL BANKS 


The bill passed by the Massachusetts State Legis- 
lature entitled “An Act Relative to the Appointment of 
National Banks as Trustees, Administrators and Ex- 
ecutors,” was vetoed by Governor McCall. In his veto 
message the governor said: 

“I return herewith without my approval an en- 
grossed bill entitled ‘An Act relative to the appoint- 
ment of national banks as trustees, administrators and 
executors.’ (See Senate No. 331.) 

“This bill is based upon Section 11, paragraph K, 
of the Federal Reserve Act. ‘To grant by special per- 
mit to national banks applying therefor, when not in 
contravention of state or local law, the right to act 
as trustee, executor, administrator or registrar of stocks 
and bonds under such rules and regulations as the said 
Board may prescribe.’ 

“The constitutionality of this provision has been 
assailed in different states. The Supreme Court of 
Illinois has rendered a decision which holds that it is 
unconstitutional, and before the pending bill and the 


petition on which it is based were presented to the 
legislature a proceeding had been begun in our Supreme 
Judicial Court in the name of the Attorney-General of 
Massachusetts at the relation of the tax commissioner, 
having for its object the determination of the constitu- 
tionality of this statute. Before passing legislation 
upon this subject it seems to me it would be wise for us 
to await the decision of our court of last resort upon 
the subject. If our Supreme Court should hold that 
the clause in question upon which the Act was based was 
unconstitutional that decision should constitute a rule 
of action for the guidance of the political department 
of the government of the state. On the other hand, 
if it should hold that it is constitutional, the general 
court could then proceed to take such action upon the 
merits of the bill as should appear to be just. 

“T am now expressing no opinion upon the merits 
of the bill. It occurs to me to suggest that this is a 
measure where a reference to the next general court 
would be the proper action to be taken.” 
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TRUST COMPANY 


SECTION 


OFFICERS OF THE TRUST COMPANY SECTION 


PRESIDENT 
JOHN H. MASON, Vice-Pres. Commercial Trust Co., 
Philadelphia, Pa. 
FIRST VICE-PRESIDENT 
UZAL H. McCARTER, President Fidelity Trust Company, 
Newark, N. J. 


The by-laws of the Section provide that state vice- 
presidents for the Section shall be elected by a majority 
vote of trust company representatives whose companies 
are themselves members of the Trust Company Section 
of the American Bankers Association in attendance at 
the annual convention of the state bankers association. 

The secretary of the Trust Company Section noti- 
fied the secretaries of the state associations prior to their 
annual conventions of this provision of the by-laws and 
to date the following state associations have elected as 
the annual convention of the state bankers associ- 
ation. 


Arkansas—Charles G. Henry, president Arkansas Bank 
& Trust Company, Newport. 

Connecticut—W. P. Bryan, secretary 
Company, Waterbury. 

Florida—H. G. Aird, vice-president Guaranty Trust & 
Savings Bank, Jacksonville. 

Georgia—F’. 8. Etheridge, president Atlanta Trust Com- 
pany, Atlanta. 

Kansas—Sheffield Ingalls, 
Company, Atchison. 


Colonial Trust 


president Commerce Trust 


STATE VICE-PRESIDENTS 


CHAIRMAN EXECUTIVE COMMITTER 
FRANK W. BLAIR, Pres. Union Trust Co., Detroit, Mich. 


SECRETARY 
PHILIP S. BABCOCK, Five Nassau Street, New York City. 


Maine—E. A. Butler, president Rockland Trust Com- 
pany, Rockland. 

Maryland—F. G. Boyce, vice-president Mercantile Trust 
& Deposit Company, Baltimore. 

Michigan—Robert L. Graham, president Grand Rapids 
Trust Company, Grand Rapids. 

Mississippi—J. M. Hartfield, president Merchants Bank 
& Trust Company, Jackson. 

Missouri—E. W. Moore, treasurer Pioneer Trust Com- 
pany, Kansas City. 

New Jersey—Bird W. Spencer, president Peoples Bank 
& Trust Company, Passaic. 

Oregon—William Pollman, president Baker Loan & 
Trust Company, Baker. 

Pennsylvania—Montgomery Evans, president Norristown 
Trust Company, Norristown. 

Rhode Island—A. J. Pothier, president Union Trust 
Company, Providence. 

Tennessee—J. M. Fink, cashier Banking & Trust Com- 
pany, Jonesboro. 


The ratification of these elections will take place 
at the next annual convention of. the Trust Company 
Section, at which time the term of office of those named 
above will commence, and will continue until the election 
of their successors. 


INHERITANCE TAX LEGISLATION 


Several letters have recently been received from 
members calling attention to the unreasonable and un- 
fair inheritance tax laws of the several states of non- 
resident estates, in many cases amounting practically 


to double and even treble taxation. These members have 
asked if it will not be possible for the Trust Company 
Section to endeavor to secure uniform legislation on this 
subject. It is not the policy of the American Bankers 
Association, or of its Sections, to recommend any state 
legislation except in so far as it might make recom- 
mendations to the several state bankers associations. 
Any proposed legislation originating in the Sections 
must first have the approval of the Association’s Com- 
mittee on State Legislation and then the approval of 


the Executive Council. The officers of the Section are 
expected to hold a meeting before long and at that 
time this matter will be brought to their attention and 
if approved by them, a bill looking to uniformity of in- 
heritance tax laws will be drawn and submitted to the 
Committee on State Legislation and then to the Execu- 
tive Council for approval. At the coming convention of 
the Section, during the week of September 25, an oppor- 
tunity will undoubtedly be given to those especially in- 
terested to discuss this matter. This method of pro- 
cedure would save a year, since any proposed bill 
would have to meet the approval of the Executive 
Council before being presented to the convention for 
action. 
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SAVINGS BANK SECTION 


OFFICERS OF THE SAVINGS BANK SECTION 


PRESIDENT 
HAWLEY, Treasurer Farmers & Mechanics Savings 
Bank, Minneapolis, Minn. 


N. F. 


FIRST VICE-PRESIDENT 
GEORGE E. EDWARDS, President, Dollar Savings Bank, 


SECRETARY 
MILTON W. HARRISON 
Five Nassau Street, New York City. 


NATION-WIDE THRIFT MOVEMENT 
ASSUMES HUGE PROPORTIONS 


The success of any movement depends largely upon 
the response to it on the part of the people. Measured 
by this principle, 1916 apparently has been the psycho- 
logical time for the nation-wide thrift movement. 

Prosperity in the individual is an interesting phe- 
nomenon. A strong impression prevails that expenditure 
must increase in equal ratio to income. For example, 
if a man receives $1,000 a year, spends ninety per cent. 
and through force of circumstances his income is in- 
creased to $10,000 a year, he must spend $9,000 or he 
does not in reality belong to the $10,000 class. He must 
find a way to get rid of the increase. This is manifestly 
ridiculous. Standards of living are not measured by 
$1,000 or $10,000 oriental rugs, but by neatness, good 
management, economy, good husbandry. We do not need 
to deny ourselves any of the comforts which life affords 
in keeping within our income, but we should see the 
necessity for conserving as much as possible irrespective 
of what is received per annum and not think particularly 
that it is essential to increase our cost of living simply 
on account of greater income. 

However, the customs and habits of people in the 
different sections of the country must be considered. As 
George Ade recently said: “One hundred thousand dol- 
lars in New York represents what a good head waiter in 
a first-class hotel would spend on his wife’s Christmas 
present. In some of the interior counties of Arkansas 
it would look like the national debt.” Be that as it may, 
how much better off is the man receiving an income of 
ten thousand dollars who saves one thousand dollars and 
a man who receives two thousand per annum and saves 
one thousand dollars. They are in the final analysis 
upon the same basis of prosperity. 

A bank with a strong surplus is a prosperous insti- 
tution in times of adversity; there is no necessity for 
fear, no impairment of capital. The case of the indi- 
vidual is similar. If his surplus is sufficient his pur- 
chasing power is greater, it is steadier, more dependable. 
Thrift, therefore, is not an abstract virtue, but a con- 
crete necessity. It is the keystone which keeps life’s 
building together. It means a happy and more pros- 
perous people. 

Thrift is the root of economic preparedness, and if 
it is adequately and properly promoted in every city, 
town, village and hamlet the people will “think on these 


things,” producing a higher degree of integrity and in- 
telligence in their business affairs. 

Fundamentally, saving is largely the only material 
expression of the thrift habit. It is the banker’s part to 
advance the community as far as possible. Whatsoever 
he does in that respect determines his success. The 
banker is eminently fortunate in having as a part of his 
business the encouragement of thrift, which makes for 
community advancement. It means in the last analysis 
that the people are going to deposit their savings with his 
institution. And since capital, which is wealth that 


works, arises solely out of saving, and credit which has 
its basis in capital can be extended to four or five times 
the amount of capital, the commercial bank, the supplier 
of credit, is vitally interested in this phase of community 


advancement. 

Bankers in all parts of the country have made com- 
mendable efforts, through publicity and public speaking, 
to encourage the people to conserve and save money. in 
their banks. Unfortunately, the banker has repeatedly 
been accused of selfish interest in his efforts to advance 
the community’s interests in teaching the people to be 
more thrifty. The unfairness of this attitude is obvious, 
when we consider that if any fund is raised for social 
betterment the first names on the solicitor’s list are the 
First National Bank, the First Trust and Savings Bank 
and the First State Bank. 


Co-operation an Essential Element 

Co-operation on the part of the bankers in each com- 
munity is a necessity before any effective work can be 
accomplished. In this will be readily found the direct 
means of more business and greater efficiency. We are 
living in an age of co-operative effort. Cut-throat com- 
petition is a thing of bygone days. The maintenance of 
the people’s confidence in our American banking struc- 
ture cannot be furthered by the banks actively competing 
through publicity or otherwise for the savings of the 
people. The savings bank is the custodian of the people’s 
confidence; the steadier of the nerves of the city. 
Whether a national bank, a trust company or a state 
bank, if it accepts savings deposits and pays interest to 
the public it is a savings bank. Assuredly, the bank owes 
a duty to itself and the commonwealth to maintain to 
the best of its ability that degree of confidence which 
will avoid stress or strife. 
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Many bankers have written to the office of the Sav- 
ings Bank Section stating that it is impossible for them 
to get together upon any plan of city-wide thrift cam- 
paign. The other fellow will not co-operate. Have you 
ever watched the process of breaking a colt? There are 
two distinct stages to that work. First, getting the colt 
to pull single, which is quite a job. When he realizes 
his ability to do so his pride is awakened and there 
seems to be no limit to his ambition. The second stage 
is teaching the colt to team. That is the hardest job of 
all; he will not let a helper get into the harness with 
him. So it is with some men and some bankers, they 
cannot seem to co-operate, to team, when it is distinctly 
to their advantage. 


Nation-wide Thrift Movement 

The nation-wide thrift movement instituted January 
last is primarily in celebration of the centenary of 
savings banking in America. Over 125 local campaigns 
up to the present time have been conducted throughout 
the United States. The movement has spread to Canada, 
Cuba and Hawaii, England, Scotland and Sweden. Lit- 
erature has been sent to these countries upon their re- 
quest. The publicity the movement has received has 
been far-reaching. 

On February 1, owing to the insistent demands from 
all parts of the country for concrete plans of thrift cam- 
paigning, negotiations were entered into with two of the 
leading publicity experts of the country, who assisted in 


constructing Plans “A” and “One.” The object in having 
two plans was primarily to give the bankers the oppor- 
tunity to choose the one better fitted for their com- 
munity. The purpose in utilizing two separate organi- 
zations was on account of the impossibility of covering 
the United States with but one organization assisting. 
Hence Harvey Blodgett Company of St. Paul, Minn., and 
Collins Publicity Service of Philadelphia were employed. 
The remarkable demand which has been made for these 
plans throughout the United States finds sufficient justi- 
fication for the action taken. 


Distribution of Plans 

Over 1,800 copies of the plans have been mailed to 
as many communities. They have been prepared merely 
as suggestive plans of action, as the banker generally 
has not the time or the inclination to construct a com- 
plete and far-reaching campaign such as is being offered. 
Forty organizers represent the campaign and are pre- 
senting the plans in all parts of the country. The 
presentation of the plans will terminate the first of 
January, 1917, at the end of the centennial year. Before 
that time, however, we hope to have at least 1,000 com- 
munities actively engaged in the promotion of the nation- 
wide endeavor which will without a doubt have the 
effect of popularizing thrift and of bringing the people 
closer to the banks, thus securing the lasting good will 
and confidence of the people. 


THRIFT TEXT-BOOK—A CORRECTION 


In the text-book entitled “Thrift—How to Teach 
It, How to Encourage It,” which has been distributed 
to 4,500 bankers throughout the country as a part of the 
movement to encourage thrift and conservation through- 
out the United States, there is an article on page 50 
under the subject “Waste.” Credit was given to the 
Michigan Manufacturer. We have just been advised 
that this article was written and the statistics therein 


BANKERS FLOCK 


The mobilization of the National Guard of the sev- 
eral states under the recent call of the President has 
met with most enthusiastic response, in which the officers 
and employees of the banks and trust companies of the 
country have taken no small part. While figures are not 
at hand for any general report on the number of bank- 
ing and trust company officers and employees who have 
responded, it is known that in New York City at least 
some 200 or more have joined the colors. Fifty-five 
members of the Guaranty Trust Company of New York 
have already reported to their different regiments, fifty 


contained were gathered by. Frank Koester, author of 
“The Price of Inefficiency,” “American City Planning,” 
etc. 

The article forms a part of the first named publi- 
cation, which is a book containing much information for 
anyone wishing to make a study of economic and social 
conditions in this country. It is published by Sturgis & 
Walton Company, New York City. 


TO THE COLORS 


from the Title Guarantee & Trust Company, fourteen 
from the Equitable Trust Company, eight or ten from 
the Columbia Trust Company, five from the Metropolitan 
Trust Company, and so on. In all these cases full sal- 
aries are to be paid for the length of time they are 
away from their duties and their positions held for 
them until their return. This is a most gratifying 
showing of loyalty to the country and an evidence of the 
wave of enthusiasm for preparedness which has spread 
so widely in the past few months. 
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THRIFT VIA PAY ENVELOPE 


The Immigration Committee of the Chamber of Com- 
merce of the United States of America, Frank Trumbull, 
chairman, with offices at 20 West 34th Street, New York 
City, is urging employers of immigrant labor to dis- 
tribute in their pay envelopes civic lesson leaflets to pro- 
mote better citizenship, which were especially prepared 
for this purpose by the National Americanization Com- 
mittee. The series consists of twelve lesson leaflets, con- 
taining information and 
data on the following 
subjects: Why become an 
American citizen—What 
American citizenship 
means to you—How to 
become an American citi- 
zen—What the first pa- 
per of citizenship is— 
Final papers certificate 
of citizenship—The oath 
of allegiance, what it 
means — Responsibilities 
of citizenship—Postal in- 
formation—Money in the 
bank a step to good citi- 
zenship—Laws every citi- 
zen should know. Circu- 
lar No. 11, showing the 
exact size and form of 
these leaflets, is herewith 
reproduced. The Immi- 
gration Committee’s ap- 
peal to employers for a 
united America was made 
in the following letter 
sent out to hundreds of 
important industries 
throughout the country: 

The “America First” 
posters distributed by 
the U. S. Bureau of Edu- 
cation and the National 
Americanization Commit- 
tee to large industries 
and Chambers of Com- 
merce throughout the 
country have started 
such a wave of national- 
ism that this committee 
has undertaken to make 
the interest and enthusi- 
asm thus aroused of prac- 
tical value. To meet the 
needs and demands of 
hundreds of employers of immigrant labor, the National 
Americanization Committee, whose plan and scope of 
work is outlined in the enclosed pamphlet, “A Call to 
National Service,” has prepared a series of twelve lesson 
leaflets “For Better Citizenship.” We take pleasure in 
sending you herewith a sample set. 

The country’s industrial activity, the considerable 
falling off in immigration due to the war and the return 
of thousands of reservists have created a situation which 
merits your attention. We believe that the future pros- 


Save your money. 


Circular No. 11. — 


FOR BETTER CITIZENSHIP 


Money in the Bank a Step to 
Good Citizenship 


Depositing Money 


MONEY 


You work for your money, 

Let your money work for you. 

Deposit it in a Savings Bank and receive interest. 
Something saved to-day will provide for to-morrow. 
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perity of America demands that every effort be made to 
conserve men and stabilize the labor of the country. We 
have found Americanization one of the best ways to 
accomplish this among immigrant workmen. The coun- 
try needs all of the men it has. It is better for all of us 
that they should speak English, know about America, 
become citizens and possess home ties in our country. 
Our public school system through the night schools is 
not sufficiently developed to take care of all our non- 
English-speaking and alien residents, so that industry 
must co-operate and do 
its share. 

These lessons were 
prepared for enclosure in 
semi-monthly pay _ en- 
velopes. The English, 
Italian, Polish and Lith- 
uanian texts have al- 
ready been prepared, 
while other foreign lan- 
guages are in prepara- 
tion. Owing to the heavy 
expense in preparing the 
original plates and sam- 
es sets, the leaflets are 

eing distributed at the 
cost of reprinting, as fol- 
lows: 
1,000 sets (12,000 
leaflets), in any 
one language, at 
a set... ..$15.00 
500 sets (6,000 leaf- 
lets), in any one 
language, at 2c. 


250 sets (3,000 leaf- 
lets), in any one 
language, at 2%4c. 


100 sets (1,200 leaf- 
lets), in any one 
language, at 3c. 
3.00 
If you can use thes 
leaflets kindly advise us 
as to the number and 
languages wanted and 
shipping instructions. 
These prices are subject 
to change on account of 
present market  condi- 
tions. 

The Illinois Central, 
Rutland, and Duluth & 
Iron Range Railroad 
Companies and the D., L. 
& W. Mining Depart- 
ment, nearly all the em- 
ployers of immigrant la- 
bor in Akron, Ohio; the 
New Jersey Zinc Company, H. J. Heinz Company, Oak- 
land Motor Car Company, J. G. Brill Company, Ameri- 
can Conduit & Manufacturing Company, United States 
Metals Refining Company, Aetna Explosives Company 
and others are already using these leaflets, while several 
plants are reprinting them in their works organs. 

The Immigration Committee is co-operating with 
the American Bankers Association to extend thrift. 


Pay Envelope Series 
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CLEARING HOUSE 


SECTION 


OFFICERS OF THE OLEARING HOUSE SECTION 


PRESIDENT 
J. D. AYRES, Vice-President The Bank of Pittsburgh, N. A. 
Pittsburgh, Pa. 
VICE-PRESIDENT 


W. D. VINCENT, Vice-President Old National Bank, 
Spokane, Wash. 


CHAIRMAN EXECUTIVE COMMITTEE 


JOHN McHUGH, Vice-Pres. Mechanics & Metals Nat’l Bank, 
New York, N. Y. 


SECRETARY 
JEROME THRALLS, 5 Nassau Street, New York City. 


FUNCFIONS AND OPERATIONS OF THE CLEARING HOUSE 


Ill. COUNTRY COLLECTION DEPARTMENT 


The personal check has been a great factor in the 
development of all lines of industry throughout the 
United States, and with the unprecedented growth of 
this nation, there came an attending increase in the 
volume and number of such checks. The burden of 
labor and expense invol¥ed in handling these items con- 
stantly increased, and in some of the large collection 
centers this burden grew to such enormous proportions 
that it consumed the earnings of the banks and jeopard- 
ized their existence. Boston, Mass., was the first center 
to feel keenly the effects of the expense of handling out- 
of-town personal checks and the weight of exchange that 
was being charged thereon. 

The Boston banks realized the important part that 
these checks were playing in the business world and 
the necessity for their continued use, yet they were 
obliged to seek some means of reducing the burden of 
expense incurred in their handling. They accordingly 
created a “country collection department” or “country 
clearing house,” as it is generally termed. Kansas City, 
Mo., Nashville, Tenn., Atlanta, Ga., and Oklahoma City, 
Okla., rapidly followed the lead of Boston. St. Louis, 
Mo., New York City, Richmond, Va., Detroit, Mich., and 
several other cities have organized similar departments. 

The country clearing house might best be under- 
stood by considering it as a co-operative bank owned by 
the clearing house association and with its functions 
limited to the collection of out-of-town cash items on a 
certain territory, and the performance of such services 
as are incidental thereto and with its depositors limited 
to the members of the clearing house association, 

The manager in charge is given full power to make 
arrangements with the banks in the territory covered 
and proceeds very much along the same lines as does 
the officer of a bank in making connections for his insti- 
tution. Strength, service and rates are the principal 
factors in determining to what bank, or banks, the 
country clearing house will send its items on towns 
wherein there are two or more banks. 

A circular letter explaining the plan is sent to 
each bank in the district by the manager. This letter 
is followed by a card requesting certain information, 
including a list of the bank’s correspondents, a list of 
the bank’s officers, the time of arrival and departure of 
the mails,-the rate of exchange if any charge is to be 
made on cash items, and a statement of the financial 


condition of the institution. These cards are filed for 
future reference and in case of doubt as to the validity 
of the information given thereon, it is checked up and 
further investigation of the character of the officers and 
the general character of the institution is made through 
its correspondents and other sources. 

When the arrangements have been perfected, each 
member of the clearing house is furnished with a book 
giving a complete list of all banks to which the clearing 
house has arranged to send items and the rate of ex- 
change that will be charged by each. The members are 
informed, from time to time, of all changes in, and 
additions to, this list. 

Each member of the clearing house is provided with 
a combination indorsing stamp which indorses the items 
to the clearing house and for the clearing house at 
one application, and each member is also supplied with 
combination record-sheets-and-foreign-slips, which are of 
such form that when the items are being recorded there- 
on, they are through the means of a carbon sheet entered 
on the foreign slip to which they are finally attached 
when brought to the country clearing house for deposit. 
Each foreign slip shows at the top the clearing house 
number of the member indorsing the items, the date of 
the indorsement and the name of the bank and town 
to which the items are to be sent, in accordance with 
the country clearing house list. This information is 
repeated on a perforated stub at the bottom of the slip. 
The amount of each item is entered on the body of the 
slip and a total is made and carried to the stub. The 
foreign slips thus prepared with items attached are 
sorted in alphabetical order and an adding machine list 
is made of the totals. This list is indursed by the mem- 
ber and the items are placed in a package with the list 
on its face and are delivered to the country clearing 
house in this shape. A check or due bill, payable through 
the clearing house at a subsequent date, is issued to the 
member in lieu of the total day’s deposit. The date 
these checks are clearable is fixed by the average time 
required to get returns for items on the district covered 
by the country clearing house. ‘ 

When the packages are opened at the clearing house, 
the stubs are detached and filed. An adding machine 
list is made of the totals shown on the slips and is proved 
against the list which accompanied the items, The slips 
with items attached are then distributed on the sorting 
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tables in alphabetical order with reference to towns. 
When all the slips with items attached have been dis- 
tributed, they are sorted further with reference to banks 
to which they are to be sent, so that when all deposits 
have been made and the sorting is completed the items 
are ready to be run on the country clearing house letter 
of transmittal. (These letters and corresponding en- 
velopes are prepared in advance.) The totals shown on 
the slips and the numbers of the memters are entered 
on the letters of transmittal by means of the adding 
machine and a sub-total is made on each letter and is 
carried to a stub at the bottom of the letter. These 
stubs are perforated and bear the date and addresses as 
are shown on the corresponding letters. They are de- 
tached and filed as the record of the transit charge 
against the out-of-town bank. 

At the close of each day, a total is taken of all such 
stubs, and if the work has been correctly done, this 
total will prove against the total of all deposits made 
with the department for the day and is the charge to 
be made against the transit account. 

When letters are paid, the accounts are credited 
by eliminating or removing from transit the correspond- 
ing stubs. 

All returns are made direct to the manager of the 
clearing house, and all refused and protested items, to- 
gether with the fees charged thereon, are deducted and 
returned with draft to cover the balance of the letter 


with which they were originally transmitted. 

The country clearing house is represented as a 
member in the daily exchanges at the clearing house, 
and in that way distributes the returns and secures 
credit for all returned items and the members charge to 
the country clearing house the checks or due bills which 
have been issued in lieu of items deposited with the 


department for collection. In some country clearing 
houses the estimated time required for getting returns 
is so close to the actual that the due bills as they become 
payable, just about offset the returns and the small debit 
and credit balances that arise because of their not being 
an exact offset are carried over by the bank that falls 
heir to same until the following day, while in other 
places the amount due to each member is figured each 
day and new due bills are issued for the exact amount 
due. The office or operating expenses of the department 
are pro-rated monthly on the basis of the total business 
and the total number of items handled through the 
department for the month. 


The exchange charges are assessed against the mem- 
bers at the close of each month, each member being 
charged with the actual cost of its items. These charges 
are taken from the letters as they are paid and are 
figured and totaled up each day. The plan is, therefore, 
fair and equitable to all clearing house members. 

The country clearing house does not interfere with 
the individual arrangements of its members with their 
correspondents, but merely gives them the benefits of 
additional facilities. It is a machine operated strictly 
for economy and better service. It materially reduces 
exchange charges, encourages more prompt returns and 
lessens every item of expense incidental to handling out- 
of-town checks. 

For example: Ten members have items on a certain 
town, the minimum postage is two cents each or twenty 
cents for all, while, were the items consolidated and sent 
from the country clearing house in one inclosure, the 
total postage would be from two cents to four cents and 
a saving from sixteen cents to,eighteen cents would be 
effected. The saving on two thousand towns would be 
from thirty-two dollars to thirty-six dollars per day on 
postage alone. In addition there is a saving of nine re- 
mittance letters, nine envelopes and a corresponding sav- 
ing of labor in handling the returns. The same is true 
with reference to tracing and correspondence, and from 
the standpoint of the country banker it relieves him of 
considerable work since he is required to write one draft 
instead of ten, address one envelope instead of ten and to 
use two cents in postage instead of twenty cents. 

One of the country clearing houses is handling items 
on 5,600 banks and has effected a saving of more than 
fifty per cent. in the gross expense involved and has re- 
duced the time required for getting returns more than 
twenty-five per cent. 

The Boston Country Clearing House has succeeded in 
making arangements whereby it receives par returns 
from ninety per cent. of the banks in the entire New 
England states and has reduced the cost of handling to 
the low minimum of seven cents per thousand dollars. 

The other country clearing houses in operation have 
made corresponding progress and it would therefore seem 
advisable that such a department be established in every 
city having sufficient business to warrant it. 

The Examination Department of the Clearing House 
will be covered in the August issue of the JOURNAL- 
BULLETIN. 
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NATIONAL BANK SECTION 


OFFICERS OF THE NATIONAL BANK SEOTION 
PRESIDENT VICE-PRESIDENT 


FRED W. HYDE, Cashier National Chautauqua County J. S. CALFEE, Cashier Mechanics-American National Bank, 
Bank, Jamestown, N. Y. : St. Louis, Mo. 


CHAIRMAN EXECUTIVE COMMITTEE SECRETARY 


. EL President ial National Bank, 
(Oe ia se JEROME THRALLS, 5 Nassau Street, New York City. 


BOSTON COUNTRY CLEARING HOUSE 
ABSORBED BY FEDERAL RESERVE BANK 


An arrangement has been perfected whereby the ation are members of the Federal reserve system, and 
Federal Reserve Bank of Boston has taken over the lease it seemed unwise to maintain two separate organizations 
of the premises occupied by the Boston Clearing House through which to perform identical service. 
The expense of operating the Collection Department 
of that organization, together with its entire staff. The P ‘ 

will be assessed against the members of the Federal Re- 

Boston Clearing House Association will still continue to tthe 
make the local exchanges in the usual way. Charles A. y 
bank in the system. The cost is about one cent per item. 


Ruggles will continue as its manager, and will also be : 
manager of the Collection Department of the Federal It is believed that the volume of business passing through 


Reserve Bank. This consolidation was possible because the Collection Department will be materially increased 
all of the members of the Boston Clearing House Associ- because of this new arrangement. 


THE COUNTRY BANKER AND CREDIT INFORMATION 


A writer in the June Bulletin of the National Asso- Finally, he said that some of the worst failures in 


ciation of Credit Men attacks the dependability of coun- the northwest have been made as a result of recommenda- 
try bankers as a source of credit information. He tiene of so-called commizy. She 
y . 5 ? almost invariably have been in full possession of the true 
charges that little confidence can be placed in a country jnformation. Country bankers, he asserted, should see 
bank’s recommendation “if the line of credit is large it those of the 
Pe . jobber or the manufacturer, that there the same frank 
there is among sellers. They cannot, he declared, afford 
: . i to have their word doubted by business men generally. 
He cites a call bank 
to a customer who owed several hundred dollars. e 29 gi 
bank claimed that the party did not keep his account in J 
that bank and suggested conferring with the other bank, © °0UBNAl-BULLETIN asked for an expression Of opinion 
where the account was kept. Our member replied that he from E. C. Sammons, assistant cashier of the Lumber- 
preferred getting his information from the bank not in- mens National Bank of Portland, Ore., who replied as 
terested, with the result that information was forth-  ¢o)lows: 
coming which made it necessary for our member to insist riety : F 
upon closing the customer’s account immediately. But From my own experience, which has extended over 
before concluding his investigation our member called on a considerable period, I cannot concur with the writer in 
the bank where the customer was carrying his account the recent bulletin of the National Association of Credit 
and was informed that he was “perfectly good.” The dion “The 
banker was asked if he would lend the customer $2,000 jource of 
on unsecured re er, and he very quickly answered that Credit Information.” As you know, a very nice courtesy 
he would be glad to do so. Our member suggested that is displayed between banks in the matter of credit in- 
he would bring the customer in that afternoon to obtain formation, and it has been our experience that country 


the loan. The banker, seeing that he had been “called,” P 
admitted that he would not be willing to fill his end of >@™Kers generally give valuable and frank information 
that contract. in answer to our inquiries. However, this may no doubt 
In another case three different banks in a Minnesota be due to the fact that we are known to each other and 
Pte this Personal element doubtless is an important factor. 
stating that the customer had always paid his. bills _ “The writer has not had experience as credit man in 
promptly, was good for all that he would order, and that ® jobbing house, and therefore is unable to say as to 
it had handled no drafts against him. The second bank what kind of information is given in response to in- 
reported that it had received quite a number of drafts quiries from the trade 
on this customer, only a few of which had been paid, q a: 5 coe 5 
while the third bank gave a still more damaging report. The writer agrees with the sentiment of the article, 
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stating that it is a wise plan to ask not only of the bank 
where the party inquired about transacts his business, 
but also to inquire of another institution in the same 
city. Cases where a country banker will deliberately 
give false information the writer believes are few and 
far between—at least they have never come under his 
observation. 

“Jobbers sometimes wonder why banks do not reply 
at great length to inquiries. This would be easily under- 
stood were the credit men for the jobbers asked to change 
places with the bank credit men. In our own institution, 


for instance, we receive dozens of trade inquiries a 
month, some of which are not even accompanied by 
stamped envelopes for replies. Were the credit men of 
the country voluntarily to inaugurate a system such as 
is vogue in the state of Wisconsin, paying a bank a 


‘moderate amount for answering inquiries, the results 


would justify the expenditure. One more illustration: 
Recently a St. Louis drug concern sent six printed in- 
quiry forms to us, regarding small merchants, some of 
whom were located in neighboring cities, and naturally 
the inquiries did not receive attention.” 


CONDITION OF NATIONAL BANKS 


The Comptroller of the Currency reports the fol- 
lowing increases and reductions in the number of na- 
tional banks and the capital of national banks during 
the period from November 16, 1914, to December 31, 
1915: 


New charters issued to 155 banks, with cap- 
$9,974,500 

Increase of capital approved for 104 banks, 
with new capital of 14,797,700 


Aggregate number of new charters and 
banks increasing capital, 259, with ag- 
gregate of new capital authorized..... 24,772,200 

Number of banks liquidating (other than 
those consolidating with other national 
banks), 56; capital of same banks........ 5,125,000 

Number of banks reducing capital, 20; reduc- 
tion of capital 2,070,000 

Total number of banks going into liquida- 
tion or reducing capital (other than 
those consolidating with other national 
banks), 76; aggregate capital reduc- 


Against a reduction of capital owing to liquid- 
ation (other than for consolidation with 
other national banks) and reductions of 


capital of 7,195,000 


During this period there were 21 national banks with 
an aggregate capital of $2,210,000, placed in the hands 
of receivers; and 6 national banks, with an aggregate 
capital of $450,000, were restored to solvency and re- 
opened. 


The Comptroller of the Currency reports the following 
increases and reductions in the number of national 
banks and the capital of national banks during the 
period from January 1, 1916, to May 22, 1916: 


New charters issued to 47 banks, with capital 

of $2,480,000 
Increase of capital approved for 49 banks, 

with new capital of 3,647,500 


Aggregate number of new charters and 
banks increasing capital, 96; with ag- 
gregate of new capital authorized 6,127,500 

Number of banks liquidating (other than 
those consolidating with other national 
banks), 43; capital of same banks........ 

Number of banks reducing capital, 7; reduc- 
tion of capital 


3,773,000 


262,500 


Total number of banks going into liquida- 
tion or reducing capital (other than 
those consolidating with other na- 
tional banks), 50; aggregate capital 
reduction 4,035,500 


The foregoing statement shows the aggregate 
of increased capital for the period was.... 
Against a reduction of capital owing to liquid- 
ations (other than for consolidation with 
other national banks) and reductions of 
capital of 4,035,500 


6,127,500 


During this period there were five national banks, 
with an aggregate capital of $400,000, placed in the 
hands of receivers; and two national banks, with an 
aggregate capital of $80,000, were restored to solvency 
and reopened. 


CLEARING FEATURES OF THE RESERVE SYSTEM 


An article on the above topic, discussing the situa- 


tion in all its phases, has been prepared by the Secretary 


of the National Bank Section and will be found on an- 
other page in this issue of the JoURNAL-BULLETIN. 


"5 The foregoing statement shows the aggregate 
of increased capital for the period was. . ..$24,772,200 
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OFFICERS OF THE STATE SECRETARIES SEOTION 


PRESIDENT 
HAYNES McFADDEN, Secretary Georgia Bankers 
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NEW YORK BANKERS HEAR 
FOREIGN TRADE DISCUSSED 


Bankers from all parts of New York State journeyed 
to Atlantic City, N. J., on the occasion of the twenty- 
third annual convention of the New York State Bankers 
Association. Hotel Traymore was headquarters and 
the dates were June 8 and 9. President John A. 
Kloepfer in his annual address spoke of the associa- 
tion’s progress and work and ably discussed the many 
phases of business activity in the country. 

Treasurer F. E. Barnes reported a balance on hand 
as of June 8, 1916, of $16,052.81, and a balance in the 
protective committee fund as of the same date amount- 
ing to $5,937.30. Following the report of the secretary, 
William J. Henry, which recited the accomplishments 
and proposed undertakings of the association during 
the past year, the convention listened to a timely and 
absorbing address by Carlos A. Tornquist, of Buenos 
Aires, on South America in general and Argentina in 
particular. Mr. Tornquist stated that the experience of 
foreign banks in Argentina exploded the theory that 
trade follows the flag, and he declared that the results 
obtained show that trade follows capital. Charles 
Haight, chairman of the committee on uniform bills of 
lading of the Chamber of Commerce of the United States, 
was the next speaker and his discussion of bills of la- 
ding was well received. 

Consideration of the amendments to the constitu- 
tion on the proposed plan for organizing the association 
into sections, reports of group chairmen and the re- 
port of the committee on nominations concluded the 
session of the first day. 

The reception of the reports of the various com- 
mittees was followed by an illuminating address by 
Paul M. Warburg, of the Federal Reserve Board, who 
was the principal speaker of the meeting. Mr. War- 
burg’s speech appears on another page on this issue 
of the Journat. W. P. G. Harding spoke extempo- 
raneously on the Federal reserve system. At the con- 
clusion of Mr. Harding’s address a discussion of the 
Federal reserve collection system ensued, led by Pierre 
Jay, chairman of the board and L. H. Hendricks, transit 
manager of the Federal Reserve Bank of New York. 
When Mr. Jay had finished speaking the convention 
was thrown open to the discussion of the subject of 
check collection. 

Resolutions recommending the use of the “no pro- 
test cash item in transit” symbol plan, indorsing the 
thrift movement, and recommending the use of the tele- 


graphic cipher code of the American Bankers Associa- 
tion when transferring funds by telegraph, were 
adopted. The election of officers resulted as follows: 

Benjamin E. Smythe, president Gramatan National 
Bank, Bronxville, president; John H. Gregory, president 
Central Bank, Rochester, vice-president; Alexander Sny- 
der, vice-president Broadway Trust Company, New York 
City, treasurer; William J. Henry, 11 Pine Street, New 
York City, secretary (re-elected). 

At the close of the morning session President-elect 
Smythe sent a telegram to President Wilson expressing 
appreciation of the action of Congress in the creation of 
the Federal Reserve Act. 

At a meeting of members of the American Bankers 
Association John A. Kloepfer, president Union Stock 
Yards Bank, Buffalo, and George E. Lewis, assistant 
cashier Hanover National Bank, New York City, were 
elected members of the Executive Council for three years. 


Daniel M. Hopping, president Yonkers National Bank, 
Yonkers, was elected Vice-President for New York; E. L. 
Milmine, cashier Mohawk National Bank, Schenectady, 
was elected a member of the Nominating Committee, with 
power to appoint an alternate in the event he is unable 
to attend the convention. 

The association’s annual banquet was held Friday 


evening, Mr. Kloepfer acting as toastmaster. During 
the banquet addresses were delivered by George E. Post, 
president of the Railway Business Association, and 
Augustus Thomas, of New York City. Prizes were 
awarded to the winners in the golf tournament, 


OREGON CONVENTION 


The Oregon Bankers Association held its eleventh an- 
nual convention in Portland on Tuesday and Wednesday, 
June 6 and 7. Despite the counter-attraction furnished 
by the Portland Rose Carnival the convention was well 
attended. A strong program had been prepared and the 
entertainment features of the meeting were thoroughly 
enjoyable. The annual address of President J. M. 
Poorman reviewed the conditions of the past year, cited 
his official acts, and ‘contained recommendations for ac- 
tion by the association. He dwelt upon the method 
of supervision of the Oregon banking department, 
characterizing it as “efficient without over-supervision.” 
J. B. McCarger, of the Crocker National Bank of San 
Francisco, spoke of the possible competition between the 
banks and credit organizations now proposed in na- 
tional and state legislation. Mr. McCarger said that 
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stating that it is a wise plan to ask not only of the bank 
where the party inquired about transacts his business, 
but also to inquire of another institution in the same 
city. Cases where a country banker will deliberately 
give false information the writer believes are few and 
far between—at least they have never come under his 
observation. 

“Jobbers sometimes wonder why banks do not reply 
at great length to inquiries. This would be easily under- 
stood were the credit men for the jobbers asked to change 
places with the bank credit men. In our own institution, 
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for instance, we receive dozens of trade inquiries a 
month, some of which are not even accompanied by 
stamped envelopes for replies. Were the credit men of 
the country voluntarily to inaugurate a system such as 
is vogue in the state of Wisconsin, paying a bank a 


‘moderate amount for answering inquiries, the results 


would justify the expenditure. One more illustration: 
Recently a St. Louis drug concern sent six printed in- 
quiry forms to us, regarding small merchants, some of 
whom were located in neighboring cities, and naturally 
the inquiries did not receive attention.” 


CONDITION OF NATIONAL BANKS 


The Comptroller of the Currency reports the fol- 
lowing increases and reductions in the number of na- 
tional banks and the capital of national banks during 
the period from November 16, 1914, to December 31, 
1915: 


New charters issued to 155 banks, with cap- 
$9,974,500 
Increase of capital approved for 104 banks, 
with new capital of 


Aggregate number of new charters and 
banks increasing capital, 259, with ag- 
gregate of new capital authorized 24,772,200 


Number of banks liquidating (other than 

those consolidating with other national 
banks), 56; capital of same banks........ 5,125,000 
Number of banks reducing capital, 20; reduc- 
tion of capital 2,070,000 

Total number of banks going into liquida- 

tion or reducing capital (other than 

those consolidating with other national 

banks), 76; aggregate capital reduc- 
7,195,000 


The foregoing statement shows the aggregate 

of increased capital for the period was... .$24,772,200 
Against a reduction of capital owing to liquid- 

ation (other than for consolidation with 

other national banks) and reductions of 


capital of 7,195,000 


During this period there were 21 national banks with 
an aggregate capital of $2,210,000, placed in the hands 
of receivers; and 6 national banks, with an aggregate 
capital of $450,000, were restored to solvency and re- 
opened. 


The Comptroller of the Currency reports the following 
increases and reductions in the number of national 
banks and the capital of national banks during the 
period from January 1, 1916, to May 22, 1916: 


New charters issued to 47 banks, with capital 
of $2,480,000 

Increase of capital approved for 49 banks, 
with new capital of 3,647,500 

Aggregate number of new charters and 
banks increasing capital, 96; with ag- 
gregate of new capital authorized 6,127,500 

Number of banks liquidating (other than 
those consolidating with other national 
banks), 43; capital of same banks........ 

Number of banks reducing capital, 7; reduc- 
tion of capital 


3,773,000 
262,500 


Total number of banks going into liquida- 
tion or reducing capital (other than 
those consolidating with other na- 
tional banks), 50; aggregate capital 
reduction 4,035,500 

The foregoing statement shows the aggregate 
of increased capital for the period was.... 

Against a reduction of capital owing to liquid- 
ations (other than for consolidation with 
other national banks) and reductions of 
capital of 4,035,500 


6,127,500 


During this period there were five national banks, 
with an aggregate capital of $400,000, placed in the 
hands of receivers; and two national banks, with an 
aggregate capital of $80,000, were restored to solvency 
and reopened. 


CLEARING FEATURES OF THE RESERVE SYSTEM 


An article on the above topic, discussing the situa- 


tion in all its phases, has been prepared by the Secretary 


of the National Bank Section and will be found on an- 
other page in this issue of the JoURNAL-BULLETIN. 
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NEW YORK BANKERS HEAR 
FOREIGN TRADE DISCUSSED 


Bankers from all parts of New York State journeyed 
to Atlantic City, N. J., on the occasion of the twenty- 
third annual convention of the New York State Bankers 
Association. Hotel Traymore was headquarters and 
the dates were June 8 and 9. President John A. 
Kloepfer in his annual address spoke of the associa- 
tion’s progress and work and ably discussed the many 
phases of business activity in the country. 

Treasurer F. E. Barnes reported a balance on hand 
as of June 8, 1916, of $16,052.81, and a balance in the 
protective committee fund as of the same date amount- 
ing to $5,937.30. Following the report of the secretary, 
William J. Henry, which recited the accomplishments 
and proposed undertakings of the association during 
the past year, the convention listened to a timely and 
absorbing address by Carlos A. Tornquist, of Buenos 
Aires, on South America in general and Argentina in 
particular. Mr. Tornquist stated that the experience of 
foreign banks in Argentina exploded the theory that 
trade follows the flag, and he declared that the results 
obtained show that trade follows capital. Charles 
Haight, chairman of the committee on uniform bills of 
lading of the Chamber of Commerce of the United States, 
was the next speaker and his discussion of bills of la- 
ding was well received. 

Consideration of the amendments to the constitu- 
tion on the proposed plan for organizing the association 
into sections, reports of group chairmen and the re- 
port of the committee on nominations concluded the 
session of the first day. 

The reception of the reports of the various com- 
mittees was followed by an illuminating address by 
Paul M. Warburg, of the Federal Reserve Board, who 
was the principal speaker of the meeting. Mr. War- 
burg’s speech appears on another page on this issue 
of the JournaL. W. P. G. Harding spoke extempo- 
raneously on the Federal reserve system. At the con- 
clusion of Mr. Harding’s address a discussion of the 
Federal reserve collection system ensued, led by Pierre 
Jay, chairman of the board and L. H. Hendricks, transit 
manager of the Federal Reserve Bank of New York. 
When Mr. Jay had finished speaking the convention 
was thrown open to the discussion of the subject of 
check collection. 

Resolutions recommending the use of the “no pro- 
test cash item in transit” symbol plan, indorsing the 
thrift movement, and recommending the use of the tele- 


graphic cipher code of the American Bankers Associa- 
tion when transferring funds by telegraph, were 
adopted. The election of officers resulted as follows: 

Benjamin E. Smythe, president Gramatan National 
Bank, Bronxville, president; John H. Gregory, president 
Central Bank, Rochester, vice-president; Alexander Sny- 
der, vice-president Broadway Trust Company, New York 
City, treasurer; William J. Henry, 11 Pine Street, New 
York City, secretary (re-elected). 

At the close of the morning session President-elect 
Smythe sent a telegram to President Wilson expressing 
appreciation of the action of Congress in the creation of 
the Federal Reserve Act. 

At a meeting of members of the American Bankers 
Association John A. Kloepfer, president Union Stock 
Yards Bank, Buffalo, and George E. Lewis, assistant 
cashier Hanover National Bank, New York City, were 
elected members of the Executive Council for three years. 


Daniel M. Hopping, president Yonkers National Bank, 
Yonkers, was elected Vice-President for New York; E. L. 
Milmine, cashier Mohawk National Bank, Schenectady, 
was elected a member of the Nominating Committee, with 
power to. appoint an alternate in the event he is unable 
to attend the convention. 

The association’s annual banquet was held Friday 


evening, Mr. Kloepfer acting as toastmaster. During 
the banquet addresses were delivered by George E. Post, 
president of the Railway Business Association, and 
Augustus Thomas, of New York City. Prizes were 
awarded to the winners in the golf tournament, 


OREGON CONVENTION 


The Oregon Bankers Association held its eleventh an- 
nual convention in Portland on Tuesday and Wednesday, 
June 6 and 7. Despite the counter-attraction furnished 
by the Portland Rose Carnival the convention was well 
attended. A strong program had been prepared and the 
entertainment features of the meeting were thoroughly 
enjoyable. The annual address of President J. M. 
Poorman reviewed the conditions of the past year, cited 
his official acts, and ‘contained recommendations for ac- 
tion by the association. He dwelt upon the method 
of supervision of the Oregon banking department, 
characterizing it as “efficient without over-supervision.” 
J. B. McCarger, of the Crocker National Bank of San 
Francisco, spoke of the possible competition between the 
banks and credit organizations now proposed in na- 
tional and state legislation. Mr. McCarger said that 
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the new rural credit organizations, though they may 
be competitive in form, are not going to be strong 
enough to compete with private organizations for any 
desirable class of business. He pointed out that the 
strength of the private institutions lies in their power 
of discrimination or selection; that farm loans are 
distinctively local and require intimate knowledge of 
the people and conditions. 

E. G. Crawford, vice-president of the Lumbermen’s 
National Bank of Portland, discussed preparedness from 
the banker’s standpoint, particularizing with respect to 
the Federal reserve system. The interest of the con- 
vention on Tuesday centered in John U. Calkins, deputy 
governor of the Federal Reserve Bank of San Francisco, 
who defended the par collection of checks idea as funda- 
mentally sound. Mr. Calkins cautioned the bankers 
not to expect too much of the collection system at the 
outset. 

“Trade Acceptances from the Merchant’s Stand- 
point” was the subject handled by E. M. Underwood, 
treasurer Failman-McCalman Company, Portland. 
Equally interesting was the address of R. L. Shepherd, 
trust officer of the Title and Trust Company of Port- 
land, who spoke on the modern trust company idea. 

The next meeting place will be Marshfield and the 
new Officers of the association are: 

F. L. Meyers, cashier La Grande National Bank, 
La Grande, president; E. D. Cusick, president J. W. 
Cusick & Company, Albany, vice-president; J. H. Booth, 
president Douglas National Bank, Roseburg, treasurer ; 
J. L. Hartman, of Hartman & Thompson, Portland, secre- 
tary (re-elected). 

At a meeting of the members of the American Bank- 
ers Association J. M. Poorman, president Bank of Wood- 
burn, was elected Vice-President for Oregon; R. W. 
Schmeer, cashier United States National Bank, Portland, 
was elected a member of the Nominating Committee; A. 
L. Tucker, cashier Lumbermens National Bank, Portland, 
was elected alternate member of Nominating Committee. 


PENNSYLVANIA A. B. A. ELECTIONS 


At the close of the first day’s session of the recent 
convention held by the Pennsylvania Bankers Associa- 
tion, the members of the American Bankers Association 
present held a meeting and elected the following officers: 
Member Executive Council, A. D. Swift, cashier Elk 
County National Bank, Ridgway; Vice-President for 
Pennsylvania, J. D. Ayres, vice-president Bank of Pitts- 
burgh, N. A., Pittsburgh; member Nominating Committee, 
Francis Douglas, cashier First National Bank, Wilkes- 
Barre; alternate, C. F. Shaw, assistant cashier Fourth 
Street National Bank, Philadelphia; Vice-President 
Trust Company Section, Montgomery Evans, president 
Norristown Trust Company. 

The names of the new officers of the Pennsylvania 
Association were published in the June JouRNAL, 
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ABOLISH COMPTROLLER, 
SAYS NORTH DAKOTA 


The 1916 convention of the North Dakota Bankers 
Association was held at Minot, N. D.; June 15 and 16, 
with the best attendance in the history of the associa- 
tion. The program was a very strong one, covering 
subjects of particular interest to the bankers of the state. 

One of the novel entertainment features was a 
“yegg” shooting contest consisting of six events with 
ten entries in each event. The targets were life-sized 
silhouettes of men and entrants were awarded prizes in 
each event. Scores were made from the best record of 
head and body shots. The contest demonstrated that 
yeggs in North Dakota would not stand a very good 
chance of escape if the average North Dakota banker 
could get connected with a six-shooter in time to get a 
fair shot at a fleeing yegg. Other entertainment features 
were a barbecued ox and open-air dinner, the evening 
winding up with a grand ball at the Minot armory. 

The American Bankers Association was represented 
by P. W. Goebel, Vice-President; George E. Allen, Edu- 
cational Director of the American Institute of Banking, 
and N+ F. Hawley, President of the Savings Bank Sec- 
tion. 

In speaking on the subject of rural credits legisla- 
tion, Mr. Goebel said: “There seems to be a mania for 
pressing European methods upon the people of the 
United States. The foundation of the German system is 
co-operation among farmers and mutual guarantee. Do 
you in this country want a system of peasantry? Do 
you want a system of farmers dependent upon each 
other? This country has always been for the inde- 
pendence of their men, for the independence of the 
farmer. We want a system of independent farmers; we 
have it now, they are the peer of any business men in 
the country. Do we want to break this down with this 
European system?” 

Mr. Allen spoke on the subject of banking education 
and Mr. Hawley read a carefully prepared paper on th 
farm loan land bank. 

The officers elected for the ensuing year were: 
President, J. E. Phelan of Bowman; vice-president, C. 
R. Green of Cavalier; treasurer, W. F. Hanks of Powers 
Lake, and secretary, W. C. Macfadden, Fargo (re- 
elected). 

The resolutions favored a land title registration 
law free from the optional and withdrawal features now 
contained in some of the so-called Torrens Title laws in 
effect in some states; also the co-operation of North 
Dakota bankers in extending friendly aid and advice in 
connection with putting into effect and operation the 
Federal Farm Loan Act and on the enactment of an 
adequate and workable guarantee of deposits law. The 
resolutions also favored the enactment of such Federal 
legislation as will adequately protect the holders of 
bills of lading by common carriers in interstate com- 
merce, also such amendment of the Federal Reserve Act 
as will permit member banks to carry the optional three 
per cent. reserve in correspondent national banks instead 
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of in their own vaults or in the Federal reserve bank. 
The following resolution was also adopted: “Whereas, 
it appears that there is now a divided authority between 
the Federal Reserve Board and the Comptroller of the 
Currency, it is the judgment of this convention that Con- 
gress should, by appropriate legislation, transfer the 
duties of the office of Comptroller and repose it in the 
Federal Reserve Board.” 

While the general sentiment of the convention was 
not favorable to the par collection system, strong re- 
marks were made by some members of the association in 
favor of the system. 

Fargo was decided upon as the place of the 1917 
convention. 

North Dakota members of the American Bankers 
Association nominated J. R. Carley of the First Na- 
tional Bank of Grand Forks, Vice-President of the Ameri- 
can Bankers Association for North Dakota; J. J. Nier- 
ling, president of the Citizens National Bank of James- 
town, Member of the Nominating Committee, with H. 
P. Beckwith, vice-president Northern Savings Bank of 
Fargo, alternate. No nominations were made for vice- 
president of the National Bank Section. 


NEW ENGLAND MEETING 
Following the meetings of the Maine, New Hamp- 
shire, Massachusetts, Rhode Island and Connecticut bank- 
ers associations at the New Ocean House, Swampscott, 
Mass., on Friday, June 16, there was held the third 


annual convention of the New England Bankers Associa- 


tion. The last named association consists of the bankers 
associations representing the six New England states. 
More than 400 bankers attended the sessions. 

Ashton. L. Carr of Boston, president of the Massa- 
chusetts Bankers Association, presided at the joint meet- 
ing. “Trade Relations with South America,” was the 
subject of the address by F. A. Pezet, former Peruvian 
Minister to the United States, while Edward F. Trefz, 
field secretary of the Chamber of Commerce of the United 
States, discussed “The American Banker’s Responsibility 
Toward National Content.” Andrew J. Frame, president 
of the Waukesha National Bank, Waukesha, Wis., spoke 
on “Are Government Activities Hampering American 
Progress?” Alfred L. Aiken, governor of the Federal Re- 
serve Bank of Boston, also spoke. 

The officers of the various associations were elected 
at their respective state meetings, and the elections re- 
sulted as follows: 

Maine: President, Ernest J. Eddy, president Fidel- 
ity Trust Company, Portland; vice-president, Henry F. 
Libby, cashier Pittsfield National Bank, Pittsfield; secre- 
tary, E. S. Kennard, cashier Rumford National Bank, 
Rumford (re-elected); treasurer, George A. Safford, 
treasurer Hallowell Trust and Banking Company, Hallo- 
well. 

At the meting of the Maine members of the Ameri- 
can Bankers Association the following elections were 
made: Member of the Executive Council to fill the un- 
expired term of F. W. Adams, Robert H. Bean, treasurer 
Casco Mercantile Trust Company, Portland; Vice-Presi- 
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dent for Maine, Ernest J. Eddy, president Fidelity Trust 
Company, Portland; Vice-President National Bank Sec- 
tion, Charles G. Allen, vice-president and cashier Port- 
land National Bank, Portland; Vice-President Trust 
Company Section, E. A. Butler, president Rockland Trust 
Company, Rockland; member Nominating Committee, E. 
S. Kennard, cashier Rumford National Bank, Rumford; 
alternate member Nominating Committee, S. T. Mad- 
docks, cashier First National Bank, Boothbay Harbor. 

New Hampshire: President, Perley R. Bugbee, 
cashier Dartmouth National Bank, Hanover; secretary, 
Harry L. Additon, vice-president and cashier Merchants 
National Bank, Manchester; treasurer, Edmund Little, 
treasurer Laconia Savings Bank and vice-president 
Peoples National Bank, Laconia. 

At a meeting of New Hampshire members of the 
American Bankers Association J. D. Upham, president 
Claremont National Bank, Claremont, was elected Vice- 
President for New Hampshire; Lester F. Thurber, presi- 
dent Second National Bank, Nashua, was elected a mem- 
ber of the Nominating Committee; Ira F. Harris, cashier 
Indian Head National Bank, Nashua, was elected alter- 
nate member of the Nominating Committee. 

Massachusetts: President, Charles B. Cook, cashier 
Metacomet National Bank, Fall River; vice-president, 
George E. Brock, president Home Savings Bank, Boston; 
secretary, George W. Hyde, assistant cashier First Na- 
tional Bank, Boston (re-elected); treasurer, J. H. 
Gifford, cashier Merchants National Bank, Salem. 

At a meeting of the Massachusetts members of the 
American Bankers Association, Charles B. Cook, cashier 
Metacomet National Bank, Fall River, was elected Vice- 
President; George W. Hyde, assistant cashier First Na- 
tional Bank, Boston, was elected a member of the Nomi- 
nating Committee; Charles B. Cook, cashier Metacomet 
National Bank, Fall River, was elected alternate mem- 
ber of Nominating Committee. Justin E. Varney, 
cashier Bay State National Bank, Lawrence, was elected 
Vice-President for the National Bank Section. 

Rhode Island: President, Thomas B. Congdon, cash- 
ier Aquidneck National Bank, Newport; vice-president, 
H. W. Fitz, vice-president Slater Trust Company, Paw- 
tucket; secretary, E. A. Havens, assistant cashier Me- 
chanics National Bank, Providence (re-elected) ; treas- 
urer, Henry L. Wilcox, cashier National Bank of Com- 
merce, Providence. 

At a meeting of Rhode Island members of the Ameri- 
can Bankers Association Frank C. Nichols, vice-president 
Industrial Trust Company, Providence, was elected a 
member of the Executive Council for three years, repre- 
senting the states of Rhode Island and Delaware; Ed- 
ward A. Brown, president National Exchange Bank, 
Newport, was elected State Vice-President; Henry L. 
Wilcox, vice-president National Bank of Commerce, 
Providence, was elected member of the Nominating Com- 
mittee. 

At subsequent meetings of the National Bank and 
Trust Company Sections the following were elected: H. 
Edward Thurston, cashier Mechanics National Bank, 
Providence, Vice-President National Bank Section; A. 
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J. Pothier, president Union Trust Co., Providence, Vice- 
President Trust Company Section. 

Connecticut: President, F. S. Chamberlain, cashier 
New Britain National Bank, New Britain; vice-president, 
Charles T. Treadway, president Bristol National Bank, 
Bristol; secretary, Charles E. Hoyt, secretary and treas- 
urer South Norwalk Trust Company, South Norwalk 
(re-elected) ; treasurer, M. M. Baker, assistant cashier 
National Bank of Commerce, New London. 

At a meeting of the Connecticut members of the 
American Bankers Association Nathan D. Prince, vice- 
president Connecticut Trust and Safe Deposit Company, 
Hartford, was elected a member of the Executive Com- 
mittee for three years; Fred S. Chamberlain, cashier 
New Britain National Bank, New Britain, was elected 
Vice-President for Connecticut; Charles E. Hoyt, treas- 
urer South Norwalk Trust Company, South Norwalk, 
was elected member of the Nominating Committee, and 
A. Spencer, Jr., president Hartford-Aetna National 
Bank, Hartford, was elected alternate member of the 
Nominating Committee. Henry M. Sperry, cashier Na- 
tional Exchange Bank of Hartford, was elected Vice- 
President National Bank Section. 


WASHINGTON MEETING 


The Washington Bankers Association’s twenty-first 
annual convention was held in Everett, June 15, 16 and 
17. M. Matsumoto, cashier of the Japanese Commercial 


Bank ard secretary of the Oriental American Bank of 
Seattle, traced the history and development of the 
Orient’s foreign trade and made an appeal for closer 
commercial relations between the United States and 


Japan. Governor Lister spoke of Washington, its re- 
sources and possibilities, and was followed by F. M. 
Kenney, cashier of the Olympia National Bank, Olympia. 
Other speakers were: Henry Suzzallo, president of the 
University of Washington; W. D. Vincent, vice-president 
of the Old National Bank, Spokane, and John U. Calkins 
of the Federal Reserve’ Bank of San Francisco. Inter- 
esting five-minute talks were given by several members 
of the association. 

The officers elected for the ensuing year are: Presi- 
dent, Ralph 8S. Stacy, president National Bank of 
Tacoma, Tacoma; vice-president, Joseph A. Swalwell, 
vice-president National Bank of Commerce, Seattle; 
treasurer, Frank Carpenter, president Cle Elum State 
Bank, Cle Elum; secretary, W. H. Martin, cashier 
Pioneer National Bank, Ritzville (re-elected). 

At the meeting of the members of the American 
Bankers Association the following were elected: Vice- 
President for Washington, George P. Wiley, cashier 
Waterville Savings Bank, Waterville; member Nomi- 
natirig Committee, S. M. Jackson, manager Bank of Cali- 
fornia, Tacoma; Vice-President National Bank Sec- 
tion, D. H. Moss, vice-president First National Bank, 
Seattle; Vice-President Trust Company Section, Fred- 
erick A. Rice, vice-president Tacoma Savings Bank and 
Trust Company, Tacoma. 
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NORTH CAROLINA 


Asheville, N. C., was the scene of the biggest and 
most enthusiastic convention held in the history of the 
North Carolina Bankers Association. President Armfield 
of Greensboro called the convention to order in the 
Assembly Hall of the Battery Park Hotel, at 9 P. M., 
June 14. 

The president’s address was the feature of the first 
session. W. M. Van Deusen of Newark,.N. J., delivered 
a most interesting and instructive address at the second 
session on the subject “Some Present Day Banking 
Problems,” and T. D. MacGregor of New York City, pre- 
sented in an advantageous manner the subject “Spending 
the Advertising Appropriation of the Bank.” 

Jerome Thralls, Secretary of the Clearing House and 
National Bank Sections of the American Bankers Associ- 
ation, addressed the third session on the subject “Diversi- 
fied Banking and the New Clearing Plan.” This address 
was followed by a lively and intensely interesting open 
discussion. 

A resolution was adopted urging that the congress- 
men and senators of North Carolina use their best efforts 
to have the Federal Reserve Act so amended as to elimi- 
nate the clearing feature. 

The entertainment features included dancing, a 
Dutch dinner, and delightful songs and readings by 
Mrs. C. E. Railing of Asheville and Miss Helen Juta of 
London. 

The following officers were elected for the ensuing 
year: President, W. S. Blakeney of Monroe; vice-presi- 
dent, W. B. Drake, Jr., Raleigh; second vice-president, 
Jas. A. Gray, Jr., Winston-Salem; third vice-president, 
J. B. Ramsey, Rocky Mount; secretary-treasurer, W. A. 
Hunt, Henderson. 

Geo. W. Mountcastle of Lexington was elected mem- 
ber of the Nominating Committee of the American Bank- 
ers Association; alternate, Chas. C. Blanton, Shelby; 
Vice-President for North Carolina, A. G. Myers, Gas- 
tonia; Vice-President of National Bank Section, Wm. 
G. Gaither, Jr., Elizabeth City; Secretary of North 
Carolina National Bank Section, W. B. Strachan, Salis- 
bury. 


SOUTH CAROLINA 


President John W. Simpson of Spartanburg called 
the sixteenth annual meeting of the South Carolina 
Bankers Association to order at 10 a. m. in the Lake 
Side Auditorium at the Kanuga Club, near Henderson- 
ville, N. C., June 20. The registration was unusually 
large, the location was ideal, the sessions were well 
attended and were replete with interest and enthusiasm. 

The strong features of the first session were the 
annual address of the president, an address by Milton W. 
Harrison, Secretary of the Savings Bank Section of the 
American Bankers Association, on “Thrift—Economic 
Preparedness,” and an address by Governor George J. 
Seay of the Federal Reserve Bank of Richmond on the 
subject, “Country Banks and the Collection System.” 
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The reports of the officers and committees showed that 
much valuable and constructive work had been done dur- 
ing the year. 

The second session was in the nature of a symposium 
and was under the direction of Robert I. Woodside, chair- 
man of the Committee on Agricultural Development and 
Education, 

The third session was favored with an interesting 
address by Governor C. S. Hamlin of the Federal Reserve 
Board on “The Federal Reserve Act.” 

The following officers were elected—President, Ira 
B. Dunlap, president National Union Bank, Rockhill; 
vice-president, Charles D. Jones, president First National 
Bank, Lancaster; secretary-treasurer, Julien C. Rogers, 
Florence. 

Member of the Executive Council of the American 
Bankers Association, C. J. Shannon, Jr., Camden; Vice- 
President for the state, S. T. Reid, Spartanburg; Vice- 
President of the National Bank Section, J. S. 
Wannamaker, St. Matthews; member of the Nominating 
Committee, J. Pope Matthews, Columbia; alternate, John 
B. Cannon, Spartanburg. 


MICHIGAN’S BIG GATHERING 


Michigan bankers point to a successful meeting in 
the annual convention held at Flint, June 13, 14 and 15. 
The address of George E. Roberts of the National City 
Bank of New York, “Business After the War,” was a 
feature of the meeting. The secretary, Mrs. H. M. 
Brown, reported a balance on hand of $9,000, twenty- 
nine new members and a membership of 649. 

The officers for the coming year are as follows: 
President, William J. Gray, vice-president First and Old 
Detroit National Bank, Detroit; first vice-president, 
Frank W. Blair, president Union Trust Company, De- 
troit; second vice-president, J. H. Rice, president Hough- 
ton National Bank, Houghton; secretary, Mrs. H. M. 
Brown, Detroit (re-elected); treasurer, Gustav Hill, 
president First National Exchange Bank, Port Huron. 

At a meeting of Michigan members of the American 
Bankers Association the following were elected: Mem- 
bers of the Executive Council, James T. Keena, presi- 
dent Peoples State Bank, Detroit, to succeed George 
E. Lawson, deceased, and Wm. J. Gray, vice-president 
First and Old National, Detroit, for three years, begin- 
ning September, 1916. E. S. Bice, vice-president First 
National Bank, Marquette, was elected Vice-President for 
Michigan; Clay H. Hollister, president Old National 
Bank, Grand Rapids, was elected a member of the Nomi- 
nating Committee; Arthur C. Bishop, president Genessee 
Co. Savings Bank, Flint, was elected alternate member of 
the Nominating Committee; George B. Morley, president 
Second National Bank, Saginaw, was elected Vice-Presi- 
dent National Bank Section; and Robert L. Graham, 
president Grand Rapids Trust Co., Vice-President Trust 
Company Section. 


THREE HARRISONS 


The Virginia state convention, as is the wont of 
Virginia conventions, was successful and interesting in 
many ways, but it boasted of one feature which was a 
little out of the ordinary. This was the presence of 
three Harrisons on one program. Ostensibly, W. B. 
Harrison, vice-president of the St. Louis Cattle Loan 
Company, was there to make a speech on “Virginia’s 
Contribution and Its Lessons for Today;” Fairfax Har- 
rison, president of the Southern Railway, for the purpose 
of making an address entitled “The Statement of an 
Ambition;” and M. W. Harrison, Secretary of the Sav- 
ings Bank Section of the American Bankers Association, 
to talk on “Preparedness and Thrift.” But in reality it 
is suspected that the triplicate Harrisons were there with 
the intention of forming the American Harrison Associ- 
ation, the object of which will be to see that hereafter 
every state convention program shall have its proper 
quota of harrisons. The proposed association will have 
three officers, with three offices under as many hats. 


IDAHO AT LEWISTON 


The Idaho Bankers Association held its twelfth 
annual convention in Lewiston, June 12 and 13. The 
meeting was well attended, the guests including many 
prominent bankers from other states. The program was 
excellent, including a number of New York and Chicago 
speakers. 

The following officers were elected to serve the asso- 
ciation for the ensuing year: President, Walter E. Mil- 
ler, president First National Bank, Nampa; vice-presi- 
dent, J. C. Blackwell, cashier Parma State Bank, Parma; 
treasurer, L. N. Swift, president Farmers State Bank, 
Nez Perce; secretary, J. W. Robinson, Boise (re-elected) ; 

At a meeting of the members of the American Bank- 
ers Association Frank L. Davis, cashier Fremont County 
Bank, Sugar City, was elected Vice-President for Idaho; 
C. N. Beatty, assistant cashier First National Bank, 
Twin Falls, was elected Vice-President National Bank 
Section; William Thomson, president Idaho Trust Com- 
pany, Lewiston, was elected Vice-President Trust Com- 
pany Section; Walter E. Miller, president First National 
Bank, Nampa, was elected a member of the Nominating 
Committee; A. L. Thiele, cashier Bank of Orofino, 
Orofino, was elected alternate member of the Nominating 
Committee. 

The next convention will be held in Boise. 


IOWA GATHERING A SUCCESS 


The expectations of the committee on arrangements 
were more than fulfilled by the gratifying success which 
attended the thirtieth annual convention of the Iowa 
Bankers Association. The meeting was held at Waterloo 
on June 20 and 21. The merits of the Federal reserve 
system caused a lively discussion and a motion to indorse 
part of the system was laid on the table. 
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The new officers are: President, George S. Parker, 
president Live Stock National Bank, Sioux City; vice- 
president, J. P. Kirby, president First National Bank, 
Estherville; treasurer, John Carmody, cashier Perry 
Savings Bank, Perry; secretary, P. W. Hall, Des Moines 
(re-elected) . 

The members of the American Bankers Association 
elected for the ensuing year: Member of Executive 
Council, Frank B. Yetter, cashier Davenport National 
Bank, Davenport; Vice-President for Iowa, H. C. Schulz, 
cashier Commercial National Bank, Waterloo; member 
Nominating Committee, C. H. McNider, president First 
National Bank, Mason City; alternate member Nomina- 
ting Committee, L. E. Stevens, president Century Savings 
Bank, Des Moines; Vice-President National Bank Sec- 
tion, George E. Pearsall, cashier State Savings ‘Bank, 
Des Moines. 


MINNESOTA CONVENTION 


The twenty-seventh annual convention of the Min- 
nesota Bankers Association was held in Minneapolis, 
June 22 and 23. 

President Lundstein of the association pointed out 
in his annual address that the association has gained 
113 new members and that the membership now stood 
at 1,204. Secretary Richards reported in detail on the 
association’s activity and showed it to be in a flourish- 
ing condition. The convention was very successful and 
by far the largest ever held. 

The officers elected are as follows: President, H. 
von der Weyer, vice-president Merchants National Bank, 
St. Paul; vice-president, A. C. Gooding, president First 
National Bank, Rochester; treasurer, J. F. Millard, Kan- 
diyohi County Bank, Willmar; secretary, G. H. Richards, 
Minneapolis (re-elected). - 

At the meeting of the members of the American 
Bankers Association the following elections were made: 
Vice-President for Minnesota, L: Whitmore, cashier First 
National Bank, Wabasha; members Executive Council, 
R. W. Putnam, cashier Bank of Pierce Simmons and 
Company, Red Wing, for one year and George E. 
Hanscom, president Merchants National Bank, St. Cloud, 
for three years; Vice-President National Bank Section, 
John R. Mitchell, president Capital National Bank, St. 
Paul (re-elected); member Nominating Committee, 
George Orde, vice-president Scandinavian American Na- 
tional Bank, Minneapolis; alternate member Nominating 
Committee, J. B. Galarneault, cashier Aitkin County 
State Bank, Aitkin. 


LIVE PROGRAM AT VIRGINIA 


In Old Point Comfort, on June 22, 23 and 24, was 
held the twenty-third annual convention of the Virginia 
Bankers Association. The issues of the day were well 
covered and discussed by the speakers for the occasion. 
There were also many well known speakers at the state 
banquet. A departure from the regular custom was that 
no business was transacted in the afternoons, 


The following officers were elected: President, E. B. 
Spencer, cashier National Exchange Bank, Roanoke; vice- 
president, W. M. Addison, cashier First National Bank, 
Richmond; secretary, Walker Scott, cashier Planters 
Bank, Farmville (re-elected); treasurer, W. F. Augus- 
tine, assistant cashier Merchants National Bank, Rich- 
mond. 

At the meeting of the members of the American 
Bankers Association the following were elected to repre- 
sent Virginia: Vice-President for Virginia, C. E. Tif- 
fany, president Fauquier National Bank, Warrenton; 
member Nominating Committee, Julien H. Hill, cashier 
National State and City Bank, Richmond; Vice-President 
National Bank Section, Carroll Pierce, vice-president 
Citizens National Bank, Alexandria. 


MARYLAND A. B. A. ELECTIONS 


At the recent convention of the Maryland Bankers 
Association, held at Atlantic City, N. J., the members of 
the American Bankers Association elected the following: 
Member Executive Council, Waldo Newcomer, president 
National Exchange Bank, Baltimore; Vice-President for 
Maryland, W. 8. Gordy, cashier Salisbury National 
Bank, Salisbury; member Nominating Committee, A. D. 
Graham, vice-president Citizens National Bank, Balti- 
more. 

Vice-President National Bank Section, C. G. Os- 
borne, cashier Farmers & Merchants National Bank, 
Baltimore; Vice-President Trust Company Section, F. G. 
Boyce, vice-president Mercantile Trust & Deposit Com- 
pany, Baltimore; State Representative Clearing House 
Section, C. K. Wells, assistant cashier First National 
Bank, Baltimore. 

The list of officers elected by the state association 
was published in the June JOURNAL-BULLETIN. 


CONVENTION CALENDAR 
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25-30 Amer. Bankers Assn....Kansas City, Mo. 
2-4 Investment Cincinnati, Ohio 
3-5 Tllinois Danville 
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Indiana Indianapolis 
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FORUM OF THE INSTITUTE 


NATIONAL AND STATE BANKS 


The Forum is in receipt of numerous inquiries re- 
garding the relative advantages of national and state in- 
corporation. The distinguishing features of national banks 
are the following: 

(1) Power to issue circulating notes. 

(2) Federal oversight and examination. 

(3) Supposedly strict and rigid requirements with 
respect to the maintenance of reserves. 

(4) Intimate connection with the Government of the 
United States and consequently the possibility of aid 
from that source in the event of difficulty. 

(5) Possession of a certain well defined relationship 
to other national banks situated throughout the country. 

(6) Requirement of a fixed minimum capitalization 
of $25,000, which amount is higher than the minimum 
for State banks in many commonwealths. 

Power TO Issur Nores.—Previous to the passage 
of the National Bank Act, state banks exercised’ the 
function of issuing circulating notes. They were de- 
prived of such privilege, however, by legislation in the 
form of the so-called “ten per cent. tax” on state bank 
notes—a law which required that a tax of ten per cent. 
be paid every time that a bank note issued by a state 
bank changed hands. This tax, of course, was prohibitive, 
so that, although the state bank today has theoretically 
the power to issue notes, practically it cannot and does 
not do so. In other words, this note issue power is 
entirely theoretical, so far as state banks are concerned. 
The banking theory regards the note and the deposit as 
identical in their nature. From this it might be argued 
that it made no difference whether a bank issued notes 
or not since it could extend its loans by means of credit 
deposits. This is abstractly true, but the bank has to 
be guided in its choice between the issue of notes and 


the creation of deposits for the purpose of making its 
loans, by the question whether its customers desire the 
one or the other. In a great many cases, it is a fact 
that the ordinary banking clientele wants notes and does 
not care to use checks—hence the necessity of taking out 
a national charter, unless the organizers are willing to 
obtain their notes from other banks located elsewhere. 
The fact that the national banking system has in the 
past so closely restricted the issue of notes by requiring 
the deposit of government bonds behind them, these bonds 
bearing a high price and a low rate of interest, while a 
five per cent. redemption fund had also to be kept with 
the Treasury and other more or less stringent require- 
ments complied with, have made the issue of notes rela- 
tively unprofitable and in recent years -it has been 
estimated that, with interest at five or six per 
cent., the actual advantage to a bank in getting out 
the notes as compared with what it would realize were 
it to lend an equal amount out of its own capital, is not 
more than, say, one per cent. as a maximum. This 
fact shows the advantage of note issue, from the profit- 
making standpoint, to be immaterial; while, on the other 
hand, the fact that within the past three years the Fed- 
eral reserve system has been organized and permits 
state banks to become members of it in turn alters the 
situation so far as the state banks are concerned, and 
tends to lessen the inducement to take out a national 
charter. 

SUPERVISION AND EXAMINATION.—In some ways the 
most important consideration that strikes the mind of 
the ordinary bank organizer, is the question of oversight 
and examination. It is hard to place too much stress 
upon the importance of a regular and honest examina- 
tion of banks. To the mind of the intelligen® customer 
and depositor, few matters of bank administration are so 


67 


July, 1916 JOURNAL OF THE AMERICAN BANKERS ASSOCIATION Vol. 9 No. 1 


significant or so reassuring as the knowledge that a sound 
system of examination is constantly at work. Before the 
Civil War such systems were usually crude and un- 
satisfactory. The national system must be given con- 
siderable credit for developing a straight-forward and 
more or less effective plan of examination, although for 
a great while appointments in it were made largely on 
a political basis and in too many cases the action of 
Federal authbrities with regard to banking defects which 
they discovered was influenced by political considerations. 
There has been a material improvement in this regard 
in recent years and today it can safely be said that the 
national bank examination system is honest, fairly 
economical, and, within its own limitations, efficient. In 
the meantime, however, the various states have likewise 
developed their own systems of examination. Partly as 
the result of the good example of the national system, 
partly as the result of more intelligent public demand 
and partly as the outcome of experience, state examina- 
tion systems have been improved until, in some states, 
they are today doubtless superior to the national bank 
examinations. Simultaneously with this development 
there has also sprung up a considerable number of ac- 
counting firms of high standing, making a specialty of 
bank audit. Under these conditions, consider a case of 
a group of men desiring to organize a bank in a state 
which has an excellent system of bank examination. They 
know that so far as prestige and assurance to the 
public goes, they are as well off with the certificate of 
the state department of banking as they are with that of 
the national examiner, and that if they desire to 
strengthen themselves still further, they can, for a mod- 
erate sum, secure an audit through private concerns of 
unquestionable integrity, whose word will carry fully 
as much weight as that of a government officer. In such 
instances there is little inducement from the examina- 
tion standpoint to enter either system in preference to 
the other. 

RESERVE REQUIREMENTS.—With respect to the third 
point already mentioned, that of reserve requirements, 
important considerations must likewise be recognized. 
The amount of a bank’s reserve is always a matter of 
difference of opinion. The amount of reserve necessary 
for a given degree of safety varies from time to time and 
place to place, and also varies with the clientele of the 
bank and conditions according to methods of manage- 
ment. The law on the subject is, however, more or less 
fixed and rigid. The banker properly regards his reserve 
as an element in his expense of doing business. If he 
must carry large reserves his expense is larger; if his 
reserve requirement is lighter, his expense is lighter. If, 
therefore, he feels that in the community in which he 
intends to start the reserve requirements of, say, the 
national law, are too heavy, he will probably lean 
strongly to state incorporation; or, conversely, if the 
state requirements are too heavy, he will lean toward 
the national charter. There are few, if any, cases, how- 
ever, in which the state reserve requirement is heavier 
than the national. In recent years the permission 
granted to various classes of banks to keep a part of their 


reserve with other banks—that is to say, to count bal- 
ances with other banks as reserve—has proved of a good 
deal more importance than the mere amount or percent- 
age of the reserves themselves. The National Bank Act 
permitted banks to count balances in this way, and they 
have constantly availed themselves of this permission 
practically to the full extent. This plan has been copied 
by not a few state laws and some have carried their lib- 
erality in the matter to a very great extreme. The result 
has been the “pyramiding” of reserves so familiar in the 
United States—a serious question of general banking 
policy, but not one that is likely to be very deeply 
thought of in organizing the ordinary bank. 

RELATIONSHIP WITH THE GOVERNMENT.—The fourth 
point enumerated, the connection existing between na- 
tional banks and the government, has more significance 
than appears on the surface, particularly in the case of 
certain classes of banks. In times past there have been 
from time to time panics in the United States during 
which cash was heavily withdrawn from the banks of 
the country and reserves shrank rapidly. In such cases 
relief was frequently obtained by the action of the gov- 
ernment in depositing large quantities of its spare funds 
in the banks. The government of the United States is 
at all times by far the largest holder of coin and cur- 
rency in the country, and by throwing its enormous re- 
serves in one direction or another it can often over- 
balance dangerous conditions and neutralize tendencies 
that are due to shortage of funds or uncertainty on the 
part of depositors concerning the ability of their banks 
to pay. The laws of the United States up to the time of 
the passage of the Federal Reserve Act (December 23, 
1913) permitted government funds to be placed only in 
national banks and when funds were accumulating in the 
Treasury they were widely distributed among national 
institutions, while in times of panic the government 
often stood ready to relieve the situation by large bank 
deposits. In recent years there has developed in some 
states a tendency to favor state banks in the deposit of 
state and municipal funds, but this has only sporadically 
been carried to the point of absolutely excluding national 
banks. From the public deposit standpoint, the national 
system has been rather more attractive than the state, 
thpugh it is uncertain how far the prospect of getting 
public deposits in a time of difficulty really weighs with 
men who are organizing a bank. A more definite consid- 
eration is the fact that a national bank possesses a certain 
well defined relationship to other national banks through- 
out the country—that is to say, it is a member of a 
national system, while the state bank is a member of a 
much smaller community of banks within its own terri- 
tory. This is a broad, vague consideration that un- 
doubtedly has some weight with bank organizers. The 
use of the term “national” has its own advertising value. 
The fact that a national bank, whether existing in Cali- 
fornia or Maine, represents exactly the same type of 
organization and is subject to the same requirements as 
every other gives to the national institution a standard 
character that has substantial value. 
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QUESTION OF CAPITALIZATION.—Finally, the question 
of the size of capitalization is important. The National 
Bank Act divides banks into a number of particular 
classes. In towns or villages of less than 3,000 popu- 
lation the bank may organize with as small a capital 
as $25,000, but in no case less than that. This means 
that in many of the outlying villages of the United 
States there will be communities where a very small 
bank can be started, but. where a bank with $25,000 cap- 
ital probably cannot make a living. There is some ques- 
tion, however, as to whether or not a bank with less 
than $25,000 can profitably do business under present 
and prospective rates of interest, and any advantages 
that small banks may have had in the past may not be 
assured in the future. 


CINCINNATI CONVENTION 


The work of the Program Committee, as reported 
by Chairman*J. H. Daggett, has been practically com- 
pleted and their labors forecast a brilliant meeting at 
Cincinnati. The convention will be called to order on 
Wednesday morning, September 20, at ten o’clock. 
President Robert H. Bean will preside and will conduct 
the usual business incident to the opening of the con- 
vention. The principal address at this session will be 
delivered by Hon. Paul M. Warburg of the Federal Re- 
serve Board, whose name is a guarantee of a scholarly 
talk filled with much meat for future reflection. There 
will be no further sessions of the convention on the first 
day, but the Conference of Chapter Presidents will fol- 
low immediately upon the close of the morning session. 

The morning session of the second day will open 
with a report of the Committee on Military Affairs to be 
followed by a talk on that subject. The Committee on 
Military Affairs has completed arrangements with Gen. 
Leonard A. Wood whereby he will either talk himself 
or furnish a speaker for them. The Program Committee 
has secured as the second speaker at this session John 
J. Arnold, vice-president and manager of the Foreign 
Exchange Department of the First National Bank of 
Chicago. As one of the original Institute men and one 
of the greatest banker economists in the country, Mr. 
Arnold will be doubly welcomed by the Institute. The 
afternoon session will be devoted to the Institute debate. 
The contest will be between Chattanooga and the winner 
of the Syracuse-Philadelphia debate, and unusual in- 
terest will attach to it since it is the inaugural contest 
for the Institute cup. 

A third session will be held on Thursday, 
the form of a dinner at the Gibson House. 


being in 
The beauti- 
ful ballroom of the Gibson is capable of seating upwards 
of a thousand diners and is expected to be filled. The 
Program Committee is in communication with two of the 
biggest bankers in the country and prospects seem bright 


of procuring them to speak at this dinner. Announce- 
ment as to their names must be left till later, however. 
In addition to these men; there will be talks by Fred W. 
Ellsworth of the Guaranty Trust Company of New York 
and D. C. Wills of the Federal Reserve Bank of Cleve- 


69 


land, men who exemplify the highest type of Institute 
activity, and by Professor Hicks of the University of 
Cincinnati, who has been largely responsible for the edu- 
cational success of Cincinnati Chapter. We expect a 
large attendance at this dinner of bankers from Cincin- 
nati and the surrounding country who could not other- 
wise attend any of the sessions of the convention. 

The final session of the convention will be held on 
Friday morning and will be devoted to the thrift work 
of the Institute. E. G. McWilliam, Chairman of the 
Thrift Committee, and M. W. Harrison, Assistant Edu- 
cational Director of the Institute, will have the work 
in charge. They will be assisted by T. H. West of the 
Ladd & Tilton Bank, Portland, Ore.; H. E. Reed, Union 
National Bank of Pittsburgh, Pa., and A. W. Tabor, First 
National Bank, Chattanooga, Tenn. In view of the im- 
portance of thrift work, this session promises to be ex- 
ceptionally interesting. 

The program promises to be the best in the history 
of Institute conventions. 


FIGURING RESERVES 

Banks differ as to ways of figuring their reserves. 
Some deduct the sum of “Checks and other cash items,” 
and “Exchanges for the Clearing House,” from the net 
deposits, using the remainder as a basis of deposits, 
while others add these two items to cash ard amount 
due from approved reserve agents, making that their 
basis of reserve. The theory in the latter method is 
that the bank will receive legal reserve cash that day in 
exchange for “Checks” and “Exchanges for the Clear- 
ing House.” Legal reserve money includes all, ex- 
cepting “Bills of other national banks” previously de- 
scribed as the cash of a bank. The reserve which 
national banks are required to maintain are generally 
greater than those required of trust companies and sav- 
ings banks. 


COINAGE OF MONEY IN THE U. 8S. 


Several queries have been made of the Forum as 
to the coinage of money in the United States: first, as 
to where bullion comes from of which coins are made? 

The bullion comes from the miner, broker, or any- 
body else who chooses to offer it to the Director of the 
Mint, who is instructed and enabled under the laws to 
purchase pure gold at the rate of $20.67 per oz. Troy. 
Down to 1873 the laws also instructed and enabled the 
director to purchase pure silver at the rate of $1.29 
plus per oz. Troy. This made a ratio of governmental 
valuation between the two metals of sixteen silver to 
one gold; and as the Mint was always open to the 
purchase of these metals at such valuation, it governed 
the market rate. By the laws of 1873 the authority 
of the director to purchase silver and the privilege of 
the citizen to sell it to the Mint at $1.29 plus per oz., 
was curtailed. Since that day the citizen can only 
sell to the Mint what it cares to buy; and the Mint 
buys at the open market what it requires. This market 
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is in London. The London daily price of silver which 
is quoted 0.925, is therefore the price at which our 
Mint now makes its purchases of that metal. The 
quotations in the United States are for silver 1,000 fine, 
or absolutely pure. 

Second: How is money coined and put into circula- 
tion by the government? 

Money is coined by weighing, cutting and fashioning 
the bullion into shapes and sizes convenient for handling, 
counting and packing. It is then stamped with the 
official seal (mark of governmental authority) and 
“valued” by giving it a numerical denomination whose 
relation to other coins is defined in law. 


ARE THE ITALIAN PEOPLE THRIFTY? 

Generally speaking the Italians are a people of 
small means, but they live within their incomes. Their 
ideas are summed up in what an Italian laborer recently 
said to an eastern banker: “I get a dollar a day; 
spend a dollar and one cent; some time I have nothing. 
I get a dollar a day; spend ninety-nine cents; some 
time I have something.” No reliable statistical data 
concerning the number of deposits are available, but it 
is thought that the number of large depositors is small, 
whereas the bulk of deposits consists of very moderate 
amounts. Approximately $400,000,000 in deposits is 
owned by 6,295,797 depositors. If one takes into 
account the long struggles undergone by Italy and 
the many hardships encountered and the fact that the 
national wealth is not so large as that of other countries 
where agricultural, manufacturing and commercial de- 
velopment has been fostered by more favorable cir- 
cumstances, these figures will serve to indicate the de- 
gree of thrift on the part of the Italian people. There 
are two institutions in Italy which encourage the 
people to save, the ordinary savings banks known as 
Casse di Risparmio, and the Banco Populari (People’s 
Bank). The latter class has come into considerable 
prominence through the efforts of Luigi Luzzatti. The 
Banco Populari of Naples, of which Signor Luzzatti is 
the head, serves the public in every possible way. A 
board of managers consisting of one hundred prominent 
men, meets once a year when the troubles, domestic 
and otherwise, of depositors are presented and settled. 
In case a man dies, his widow is finaricially assisted by 
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a loan of money from the bank equal to the amount 
deposited. 


FARM PRODUCTS 

It is interesting to note the difference in the value 
of farm products for 1915 as compared with that of 1914. 
The 1915 crops were worth $5,568,773,000; those of 1914 
amounted to $4,973,527,000, a difference of almost 
$600,000,000. The corn crop reached a total of 3,000,000 
bushels for the second time; and for the first time the 
wheat crop passed the billion bushel mark. Oats, barley, 
rye, sweet potatoes, hay and rice all record the largest 
amounts ever produced. 

The United States Bureau of Statistics recently 
estimated the acreage production and value of important 
farm crops of the United States for the past few years to 
have been approximately as follows: 


Production, 
Bushels 


3,054,535,000 
2,672,804,000 
2,446,988,000 


Farm Value, 
December 1 


$1,755,859,000 
1,702,599,000 
1,692,092,000 


Acreage 


109,273,000 
105,067,000 
105,820,000 


59,417,000 
53,377,000 
50,184,000 


1,011,506,000 
891,017,000 
763,380,000 


930,302,000 
878,680,000 
610,124,000 


40,193,000 
38,383,000 
38,399,000 


1,340,362,000 
1,141,060,000 
1,121,768,000 


555,569,000 
499,431,000 
439,596,000 


7,393,000 
7,528,000 
7,499,000 


237,009,000 
194,953,000 
178,189,000 


122,499,000 
105,903,000 
95,731,000 


WOMEN IN BRITISH BANKS 

Women have invaded the ranks of British bank em- 
ployees in such numbers that the conservative Bankers 
Magazine of London has decided to add some educational 


pages for their especial benefit. Such an un-heard-of 
concession to “female labor.” It is twice editorially ex- 
plained that the step is taken “with a certain amount of 
diffidence, because we are very desirous that our motives 
should not be misconstrued by that vast body: of banking 
juniors who have been in the habit of studying these 
pages,” and it is naively admitted that “war brings 
many changes and surprises, and if any one had sug- 
gested some two years ago that we should be contempiat- 
ing the idea of devoting some pages of our magazine 
to the requirements of women, we should have smiled at 
the notion.” 


CHICAGO KNOWS 


The Bankman, official organ of Chicago Chapter, 
says: “To judge by their words and actions, educators the 
country over seem to be pretty well agreed that there is 
no subject more neglected and in which more efficient 
tutelage is needed than that of our mother tongue; and, 
to judge by the speech of people generally, they are 
quite correct. We are doing something along that line 
in the Chapter this year, not along orthodox lines, but 
apparently with effectiveness; now we have a chance 


to pursue it a little further. George E. Allen has writ- 
ten a text-book for the use of the Correspondence 
Chapter that is a model of its kind. Stripped of un- 
necessary verbiage and bare of confusing technical rules, 


_ it is within the grasp of every man who has intelligence 


enough to hold a bank job. Chicago Chapter has ar- 
ranged to secure a supply of these books for the private 
study of those of its members who may care to take 
it up.” 


Crops 

Waepat 

Oats 

BARLEY 
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Foreign Banking Course of Study 


LESSON 4 
South American Trade From a Commercial Viewpoint 


The Interests of the American Manufacturer—Credit 
Risks Abroad—Business of Commission Houses— 
Manufacturing for Export—Fertile Field in South 
America—Geographical and Business Conditions— 
Description and Interesting Observations of Para, 
Parahyba, Pernambuco, Bahia, Rio de Janeiro and 
Sao Paulo—Trade Conditions—Diplomacy an Asset 
in South America—Social Life. 


By WILLIAM S. KIES 
Vice-President National City Bank of New York 


As I wrote to one of the banking fraternity a short 
time since, it is my belief that the action of the bankers 
during the next few months, and particularly during the 
readjustment following the cessation of hostilities in 
Europe, is going to have quite as much effect upon the 
foreign trade of the United States as the activities of 
the manufacturers themselves. It is most encouraging 
to note the increased interest which is now being taken 
by the banking houses in the matters relating to foreign 
trade, and I have confidence that with their interest and 
increasing knowledge of conditions they will find a way 
to work out the several large problems involved. These 
problems have to do not only with the financing of for- 
eign loans, the maintenance of foreign exchange rates 
which do not fluctuate too violently and the handling 
of the ordinary commercial paper having to do with for- 
eign shipments, but have also to do with the building up 
of a greater confidence between the American manu- 
facturer on one part and the foreign purchaser on the 
other. There are many manufacturers in the United 
States who are thoroughly acquainted with the export 
trade in their own line, despite the general criticisms 
which you have heard to the contrary, but there are 
thousands of others who do not know it and who per- 
haps look upon it as a great mystery with many uncer- 
tain features involved. I firmly believe that if the 
banking interests could conveniently find some way to 
assume the credit risk of handling commercial transac- 
tions abroad that those banks who are seeking foreign 
trade could, by letting their willingness in this direction 
be known to domestic manufacturers among their clients, 
immediately stimulate an interest among manufacturers 
who would otherwise keep away from this opportunity 
to increase the output of their plants. If they can in- 
crease the output of their plants with assured payments 
they can cut down the cost of production and thereby 
place themselves in a position to increase their domestic 
business accordingly, and this is a matter of interest to 
their banks as well as to themselves. The commission 


houses have done this for years, paying the domestic 
manufacturer upon receipt of his shipping’ documents 
and really transacting a banking business as well as a 
buying and shipping business, both for the domestic 
manufacturer and the foreign buyer. 


Volume of Business 


Certain of the commission houses have built up an 
enormous business, and a large part of this is due to 
the banking feature, and if one will stop to consider 
they are thus acting merely as sub-bankers, if I may use 
the term, as naturally they obtain the money from the 
banks themselves. If they wish to, the banks can have a 
large part of this business and there is not the 
heretical step involved which might first appear, for 
you must realize that one of the most powerful banking 
interests (J. P. Morgan & Company) in the United States 
is already doing this very thing, but at the moment its 
foreign buyers happen to be governments instead of in- 
dividuals. The commission house business, save perhaps 
temporarily, is not growing as it was growing and for 
an unfortunate reason; namely, lack of confidence. 
There are many commission houses which are worthy of 
entire confidence, but others knowing conditions have 
presumed to substitute in the filling of orders and to 
indulge in the secret commission, resulting in injury 
to all. 

Many an American manufacturer would have been 
content to transact all of his foreign business through a 
commission house on a basis which kept track with am- 
bitious growth, for there is no sweeter method known 
to the manufacturer than to ship his goods and imme- 
diately obtain his money and go on to the securing and 
filling of further orders. On this basis he has no bank- 
ing responsibilities and the average manufacturer does 
not wish: to be a banker. 


Manufacturing for Export 


A manufacturer who does a world-wide business 
cannot, however, advantageously handle all of that busi- 
ness through the.same commission house for the reason 
that no commission house maintains branches in all 
countries, but on the other hand is more likely to special- 
ize in from one to a half-dozen countries, and such 
manufacturer must, therefore, transact business through 
other commission houses if he adheres to the commission 
house methods. Ambition for individual growth or a 
seeking of the commission house profits has lead some of 
the American manufacturers to establish their own 
offices or agents abroad, but the above was the under- 
lying reason for action by many others. The keynote of 
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a substantial foreign trade is confidence. The banks 
stand in all countries as the personification of con- 
fidence. The word “Bank” over a doorway will lead 
multitudes of people who have absolutely no knowledge 
of the resources which stand behind that particuiar bank 
to trustingly take in their money and leave it for safe- 
keeping. It is here that the bank’s opportunity presents 
itself to further American foreign trade. First and 
foremost, of course, comes the maintaining of a sound 
financial condition in this country, for without the finan- 
cing of our domestic trade we can do no foreign trade, 
and secondly, after the stabilizing of the finance of for- 
eign governments, which are now under the strain of 
abnormal expenditures, comes the taking over of the 
securities of large enterprises, in the non-manufacturing 
countries, which until now have been largely held in the 
European manufacturing countries and a more active 
financial interest in other projects in the non-manufac- 
turing countries. With these provided for and the con- 
fidence established, the continued growth of American 
export trade is sure; that is, it is assured on economic 
principles. We all hope that this promise of growth 
will not be upset by political disturbances, by new laws 
or the lack of them or by action of labor. 


Knowledge of Foreign Trade Counts 


The strong position of the commission houses was 
made possible by their knowledge of conditions and the 
More and more American 


lack of knowledge by others. 
people went to Europe and in so doing gained more 


knowledge of the conditions there. Following such 
knowledge, trade relations were established. South 
America, while in our own hemisphere, seemed far away, 
and until recently comparatively few North Americans 
had visited it, as Americans are so fully occupied that 
their attention does not wander much beyond that which 
is of immediate interest. This situation with regard to 
South America has been changing in the past few years, 
due among other occurrences to Elihu Root’s memorable 
trip, the visits of the American fleet, the tourists’ trips 
by the steamship Bluecher, the trips by the American 
trade bodies, the visit to this country by Dr. Laura 
Muller, the Brazilian Secretary for Foreign Affairs, and 
to the demand for supplies heretofore filled by European 
countries. 

South Americans have not visited the United States 
in large numbers, due in a great measure to the better 
transportation facilities which for years existed between 
South America and Europe and to the fact that Europe 
meant the home country for many of those who had lo- 
cated in South America, as also it meant the country 
from which their supplies of money, goods and fashions 
were obtained and with which their general business 
interests were connected. The situation has now changed 
from many points of view and is in the changing, and it 
is to the banking interests that I look to determine how 
far this change shall’ go. 

Isaac Seligman, in a recent address, referred to a 
plan which Messrs. J. & W. Seligman and Messrs. 
Brown Bros. are now putting into operation in Central 


America and spoke of some of the difficulties encoun- 
tered. The excellent literature which has been issued 
during the past few months by the National City Bank, 
and I am personally familiar with the localities in which 
their branches are being established, has given us a 
better understanding of export trade. 


South America 


In speaking of South America many people mentally 
include Mexico and all of Central America. I have 
sometimes wondered at this, but I shall confine my state- 
ment to South America proper. There is no longer the 
necessity of devoting time to the arousing of interest in 
South American affairs, for interest is aroused. Like- 
wise little is to be gained by quoting figures for export, 
for figures mean nothing unless segregated and analyzed, 
and to really analyze figures requires time and careful 
thought. Figures are available to all those who wish 
them, through the Bureau of Foreign and Domestic Com- 
merce. General business information may be obtained 
from a dozen reliable sources and those who have visited 
the beautiful Pan-American Union building at Washing- 


‘ton, and kept in touch with its publications, have gained 


some insight into the efforts which are being made to 
provide for a better understanding between the peoples 
of the North and South American republics. 

In thé first place let us give some attention to the 
physical condition of South America in order tc 
form some conception of how much or how little we 
appreciate of the location, form, extent, language, cli- 
matic conditions, populations, ease of access, natural 
resources and commercial importance of the several 
countries and parts of countries making up that con- 
tinent. Most of us know that while we speak of the 
continent to the south of us, the long line of the west 
coast of that continent is about on a line with the east- 
ern coast of the United States and that one country of 
that continent, namely, Brazil, is larger in area than the 
United States proper. That when it is summer in New 
York it is winter in Buenos Aires. But how much more 
do we know about it? Possibly a great deal. I am 
minded to make the suggestion, however, through the 
recollection that when I first went to Chicago and under- 
took the direction from that point of construction, men 
scattered through territory from Butte, Mont., to St. 
Augustine, Fla., I found it necessary to have constant 
resource to the map and colored pin system. When 
I undertook engineering work on the Pacific coast I 
again made a separate study of another section of our 
country, and when I went into the foreign field I made 
my atlas a close companion. What gradually dawned 
upon me was that while I had a general idea of the loca- 
tion of different countries and cities, there was consid- 
erable haze surrounding my understanding of the condi- 
tions existing at each point and the time and method 
attendant upon commercial transportation of persons, 
mail and commodities between the different points. 

At the moment South America possibly means to 
banking men who have not visited the continent mainly 
Rio de Janeiro and Buenos Aires, with possibly Bahia, 
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Sao Paulo, Santos, Montevideo, Santiago, Valparaiso, 
Lima and Guayaquil in the background. One of your 
banking pioneers recently passed away on the heights of 
Bolivia, but to reach Bolivia one must pass through some 
other country, the most generally used routes to La Paz, 
the capital, being until recently via Mollendo in Peru or 
Antofagasta in Chile, and at either one of these ports 
the steamer anchors off-shore and the traveler must go 
ashore on a small boat. I have been off Mollendo when 
the small-boat men had not been ashore for three days 
owing to the heavy surf on the beach. The railroad con- 
nection is now through from Arica in northern Chile, 
and this is the most used route. Possibly a general 
knowledge of Rio de Janeiro and Buenos Aires is all 
that is necessary to a banking man at the start, but I do 
not believe it, for in a measure they are simply the 
outlets of the country which lies behind them. Super- 
ficial knowledge is of but little value in any serious 
enterprise. 

The lack of intimate information held by North 
Americans with respect to South America has been until 
recently most astounding to the South Americans. As a 
rule they knew far more about us than we did about 
them. On the other hand, where there has been definite 
information it has been sometimes disseminated as mis- 
information through a lack of understanding between the 
speaker and the hearer. I have sat in a considerable 
gathering of intelligent commercial men in New York 
City to whom the speaker was supposedly speaking of 


and answering questions concerning Brazil. As a matter 
of fact, he was not doing so at all, but more of the one 


city, of Rio de Janeiro. He was entirely honest in the 
answer he was making, but in reality he had visited no 
other city in Brazil save possibly Sao Paulo, which is an 
over-night ride on the railroad. His interrogators had 
not been to Brazil and apparently had but an indistinct 
idea of its extent and the relative locations of its cities. 
They were asking questions, some of-which had doubtless 
been prompted by correspondence from other cities, but 
not mentioning that fact they received replies on the 
basis of conditions at.Rio de Janeiro, which in some cases 
were about as far from the conditions applying at the 
point which the interrogator had in mind. 

We once took a contract in Brazil through agents 
in Rio de Janeiro and they asked us to handle the details 
from New York as we were in better position to handle 
the matter with the point at which the contract was to 
be filled than they. One of the first lessons which one 
must learn when dealing with South America in general 
is to reason in time and method of transportation rather 
than in miles. Turning then to the map of South 
America, suppose we gain some insight regarding these 
conditions. 


Boundary Lines and Production 


On the Caribbean countries I shall not touch, as I 
am not personally familiar with them. Starting down 
the east coast we first come to Brazil, which may be 
divided into three sections—Northern, Central and 
Southern. The Northern section comprises the Amazon 


River district and south to Bahia, Central from Bahia 
to Santos, and then Southern from Santos to the border 
of Uruguay and Argentine. The Northern section may 
be reached by the Booth Line from New York, the Lloyd 
Braziliero from New York or by way of Europe; but this 
latter route is indirect for the Northern section. Booth 
boats usually stop at Barbados and then run to Par4, 
which is about ninety miles from the mouth of the Ama- 
zon, and then to Manoas, which is about 1,000 miles from 
the mouth of the Amazon. Some of the steamers continue 
on up the river to Iquitos in Peru, which is about 2,400 
miles from the mouth of the Amazon River, but these 
latter sailings are rather infrequent. 

The wealth of the Amazon district is rubber. Nuts 
come down in considerable quantities; but rubber over- 
shadows everything. There is a cable connection be- 
tween Pari and Manoas, but owing to the shifting bed 
of the river this cable communication was frequently 
interrupted, and until the wireless was installed inter- 
ruption to cable service always caused considerable ex- 
citement, particularly when the market prices of rubber 
were fluctuating violently. You will recall that Manoas 
was the point from which Theodore Roosevelt was first 
heard from, after he came out of the wilderness during 
his South American trip. It is a city of perhaps 40,000 
people, with no railroad connection and with no roads 
leading any distance out of town. Comparatively few 
Americans have ever been there, but its importance is 
far greater than might be indicated by the number of 
its population. It has an opera house, or Teatro Munici- 
pal, large enough for a city five times its size. Its im- 
portance is due to its location as a distributing station 
and the fact that it is the principal sorting section for 
the entire rubber district. It is really not on the 
Amazon River, but on the Rio del Negro, about eight 
miles from the junction of the latter with the Amazon. 
Its isolation is due to the tremendous rise and fall of 
the river level between the rainy season and the dry 
season and to the fact that the surrounding country is 
flat, becoming inundated for miles during the time of 
high water. 

Some of the small steamers which take supplies from 
Manoas to the rubber gatherers make only two trips a 
year, and sometimes only one, for by waiting too long 
they get caught by the falling water and must wait until 
the river again rises, months later. This is the explana- 
tion of some the remarkable variations in prices which 
were paid for the English sovereign during 1910, and 
presumably before and after that date. Contracts made 
in gold in the far-reaches of the river must be paid in 
gold, and as gold on the Amazon meant pound sterling, 
gold pieces were gathered at the best prices available 
up to the time of the sailing of the steamer for a par- 
ticular section, and the gold which was lacking must be 
obtained at practically any price by the time the steamer 
sails. I saw pound sterling in gold sell at fifteen 
milreis and at twenty-one milreis in the same day. Irre- 
spective of an appreciation of the value of a ‘milreis, 
the proportion will indicate to you a difference in quota- 
tion which makes any recent fluctuation of English 
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exchange in New York look rather tame. Whether this 
condition still exists from time to time I do not know, 
for I have not been in Manoas since 1910. 

There is in Brazil the gold milreis and the paper 
milreis, of quite different values, but the former unit 
does not actually exist in the shape of a coin. There are 
gold coins of larger denomination, but they are very 
seldom met with in commerce. ’ The paper money on the 
upper Amazon was the filthiest money I had ever handled 
so far as its physical condition was concerned, and it 
would interest the banking man to know that different 
issues are carefully scanned, for certain issues were 
called in from time to time and after a specified date the 
redemption value of these issues decreased and some of it 
was a long time in getting back to its source. 


Business Conditions 


The banks were English, French and German, and 
did a business far beyond what might be expected in a 
town of more or less than 40,000 people. Manoas is 
within five degrees of the equator and one might get 
the impression that an indolent method of transacting 
business would prevail, but I never saw commercial men 
work harder than in Manoas during the time of the 
high prices for rubber. One could meet the business man 
by appointment in his office a quarter before seven in 
the morning, and the merchants would usually remain 
there until 11.30, when they went home for breakfast, 
returning at 1.00 and remaining until 6.00 and again 
returning in the evening, and the larger proportion of 
them were at their desks on Sunday morning. To the 
American or European life could not have been particu- 
larly attractive in Manoas and work was an obsession. 
Yellow fever and a considerable collection of other fevers 
were always available and there was little that could 
be termed social life. The large theater was seldom oc- 
cupied and the cinemas or moving-picture shows at- 
tracted a peculiar gathering. A rubber man who had 
not been in touch with civilization for a year or more 
would come into Manoas and spend money at a rate 
which would make an out-of-towner coming into New 
York for a joy-week look like a careful saver. The bank 
employees had an athletic field on the outskirts of the 
city and a swimming hole in one of the small streams, 
which provided for some recreation. No one indulged 
in swimming in the river, for there was a tradition that 
anything in the nature of flesh which went overboard 
was never seen again. 

I have taken more time in the description of Manoas 
than your interest may warrant, but you have had ample 
opportunity to read about the larger cities of South 
America, and it is very seldom that one runs across 
much pertaining to some of the smaller localities. More- 
over, a number of such communities are of material im- 
portance and will be of more importance from the finan- 
cial standpoint. 


t Along the River Descriptions 
On the way down the Amazon the steamer passes 
the small town of Santa Rem situated on a bluff on the 
tight bank. This may be of interest in that it was 


settled by Confederates at the close of our own Civil 
War, and it is also one of the stations of the Amazon 
cable. 

A few miles below this is the mouth of the Madeira 
River, at which were stationed for a time the receiving 
hulks for men and supplies for the Madeira and Marmoré 
railway project, which was being built under treaty be- 
tween the Brazilian government and the Bolivian gov- 
ernment and under the direction of American con- 
tractors. The history of this undertaking is a volume in 
itself, and’ this railway has since been opened and Dr. 
Hale, who is now the Commercial Attaché at Buenos 
Aires, was the Pan-American Union delegate to that 
opening. \ 

The Amazon flows almost from the west to the east 
and the rivers Purus, Madeira, Tapajoz, Xingu and 
Tocantins from the south to the northeast or to the 
north into the Amazon. These latter rivers will doubt- 
less some day play an important part. For about 800 
miles from the Amazon the Madeira flows through 
more or less level country and is accessible to large 
steamers. A line of rapids is then encountered, with 
deep water beyond, and the connecting link of railroad 
around these rapids promises great things as an outlet 
for Bolivia. The general topography is in a measure 
true of the conditions surrounding the other rivers. 


Para 


Para is the great city of the Amazon, but it would 
not appeal as a permanent residence. It is, however, 
an important commercial and banking center and a 
busy port. Formerly the steamers anchored off the city 
or those on their way up the river two or three miles 
below the city, and merchandise was taken off in lighters 
which were handled by powerful tugs. The tide reaches 
to Par& and at high-water conditions no rowboat could 
make any appreciable headway against the current. 
However, the wall, which is the South American term 
for wharves, is now completed and doubtless the major- 
ity of steamers go alongside. The port of Para and the 
Madeira-Mormoré railroad were, and probably still are, 
administered by the Farquhar interests, which also have 
projects in Rio de Janeiro and Sao Paulo. The Amazon 
district received a heavy blow when the price of rubber 
dropped, but the merchants of that district held up re- 
markably well all things considered. There is a short 
line railway running to Braganca, but this is of no par- 
ticular commercial importance; otherwise is 
reached only by steamer. The steamer time from New 
York to Manoas is about eighteen days; between Para 
and Manoas about three and one-half days on the up 
trip and a day less on the down trip. From Par& down 
to Rio de Janeiro one commences to grasp the reason 
for calculating in time rather than in miles, for there 
is no express boat and most of the steamers stop at every 
little port. The main service is by ‘Lloyd-Braziliero, 
which is the government subsidized line. In traveling 
on these boats, as compared with the steamers carrying 
the European flags, one is brought into contact with a 
number of differences, one of them being in connection 
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with the details pertaining to customs regulations. 
Maranhao is the first port. There are no wharves for 
an ocean-going steamer and inside the bar the harbor 
is so small that the steamer must get pointed around 
for its outgoing trip by the swing of the tide, unless 
warping is resorted to. The town is all up hill and down 
and is as yet not of large commercial importance. 

The next stop is Cearf, and in reaching it one 
travels almost east instead of south, and, in fact, a 
course southeast by east continues all the way to Natal. 
Cearé is a beach town, with a railroad running a few 
miles back into the country. There are no wharves, 
only a small landing stage, and it is somewhat of an 
adventure to go ashore. Once the eastern nose of Brazil 
is turned the steamer puts in at Natal, running up a 
small river and anchoring directly opposite the town. 
Just outside of Natal is a cocoanut grove and a lagoon 
inside of the long reef, which appears from time to time 
along a hundred miles of the coast at this point, which 
would make a wonderful setting for a large estate. 
The town itself is not appealing. 


Parahyba and Pernambuco 


Parahyba is the next stop and weird loneliness 
seems to pervade the entire surroundings, brightened 
now and then by a flight of bright plumaged birds. The 
steamer anchors at the mouth of a small river opposite 
the warehouses, and the town itself is reached by a small 
boat around a short bend. It is very small and a five- 
minute walk over the sand brings one to thatched huts 
with the younger part of whose population the drapery 
of September morn is the prevailing fashion. It is, 
however, connected by railroad a short distance north 
and south and inland to Campina. A funeral proces- 
sion of a dozen people with the body swung in a ham- 
mock along the beach at Parahyba was one of the most 
depressing sights I ever looked upon. 

The next port is Pernambuco, or Recife, which is its 
real name, meaning “‘the reef.” This is the only large 
city between Para and Bahia and is of great importance. 
It is called the Venice of Brazil, due to its being divided 
into three parts and -connected by bridges. The reef 
walls it in from the sea, but a passage was blasted 
through and a perfectly protected harbor lies within, 
although the protected space is small with respect to the 
* amount of shipping; so steamers must be berthed with 
care. Rough water and sharks are the rule outside of 
the reef and the landing basket is frequently employed 
for transferring passengers to the tender for through 
steamers cannot spare the time to berth. This applies to 
a large proportion of the passenger boats. There is the 
same lack of love for the shark in those waters as ap- 
parently obtains throughout the world and catching 
shark from the steamer and landing it on board is one 
of the experiences which is not likely to be forgotten. 
A portion of the meat is eaten with evident relish by 
the sailors. Inside of the reef the water is like a lagoon, 
and the old Dutch landing point at Lenguita is a pic- 
ture. The appearance of the Lenguita is now, however, 
materially changed and one or two of the English banks 


have erected beautiful buildings in the Recife section. 
Both the state and city of Pernambuco are wealthy. It 
has railroad connections inland and to the north and to 
the south, although these lines extend no gteat distances. 
It has considerable manufacturing and in the back coun- 
try cotton grows on small trees. It is a great dis- 


tributing port and the salt codfish importations alone 
at this port run into several million dollars yearly. 
Bacallao or codfish and carne secca or dried beef are 
important articles of food in northern Brazil, owing to 
the lack of refrigerating plants. 


‘Interesting Observations 


Every small provision store would have its blanket 
of carne secca about an inch thick thrown over a wooden 
horse in the near foreground, as a feast for the eyes and 
the insect world. Manaos and Paré have long had 
their electric lights and electric street cars, but Pernam- 
buco, apparently owing to politics at cross purposes, has 
been extremely backward in this respect and long de- 
pendent on the Standard Oil Company, local gas com- 
pany or the isolated gas engine plant with generator 
for electric light in rare instances for illumination and 
upon the patient mule and steam dummy engine in the 
outlying district for transportation. Until recently 
plumbing supplies have found but little market. This 
has changed materially, however, in the past three years 
as the J. G. White Company of London has put in an 
electric plant and street car service. This, with the re- 
arrangement of the outer city, which has involved the 
tearing down of old buildings and erecting of new, has 
opened up a market which should continue for years. 
This is a good banking center with the French having 
the lead for a time on account of the port works, but 
with the English strongest in the commercial field. The 
English population has some very pretty homes in the 
country lying back of the main city. Probably the most 
pleasant of my experiences north of Rio was through the 
courtesy of the sons of an English father and a Brazilian 
mother in Pernambuco. And perhaps this is as good a 
place as any to say that from here south, even though 
the opportunity of healthy public entertainment is not 
large, save perhaps in Buenos. Aires, a clean living, 
open-minded American need not lack for recreation in 
congenial surroundings if he goes about it in the right 
way. I have made many happy acquaintances in South 
America, both among the native population and the 
foreign population, and those who desire and will con- 
form to the conventions, as is their custom at home, 
may do the same. 

Maceio is a day’s railroad ride south of Pernambuco 
and the end of the railroad. The harbor is not a harbor 
but an open roadstead, and I have known steamers to lie 
five days tossing off the port waiting for smooth water 
and finally leaving without discharging a pound of 
freight. 

Never anywhere have I seen such continuous rain 
as during the rainy season in Maceio. Never a pause 
during the night and only for brief intervals during the 
day. The principal hotel was an open shed and the 
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rooms one-story structures stretching out on each side 
of a garden path. The roofs were of corrugated iron 
and the beating rain likened the interior to a boiler 
shop in a busy season. The water would find the nail 
holes, leak through and collect in large globules and 
then drop. The trick was to move one’s bed into such 
position that the greater part of the water struck only 
on the feet. There is nothing more trying to the nerves 
after a fatiguing day than when lying in bed to have a 
large globule of water drop about twelve or fifteen feet 
and strike one in the eye just as he is slipping into the 
land of nod. In northern Brazil, until perhaps recently, 
it seldom occurred to a foreigner to get,into a bathtub, 
as for various reasons he preferred to trust to the 
shower. At this particular caravansary the bath shower 
consisted of a small outhouse, and upon opening the 
door I found the floor literally black with the finest col- 
lection of enormous black bettles which up to that time 
it had been my privilege to view. 


Bahia 


Bahia is a two-deck city and was formerly one of 
the most unhealthy spots on the eastern coast. It has a 
real harbor, but most of the steamers take on and dis- 
charge cargo from an anchorage. Reaching far up be- 
yond the city, one may travel in a launch for miles and 
along the banks keen eyes may find the skeletons of 
vessels whose first and second and third crews suc- 
cumbed to the fever of earlier days. Health conditions 
were improved very materially and the residence section 
out along Victoria, facing the sea, is entirely healthy 
and livable with pretty gardens and a broad ocean view 
from a height. The densely populated section of this 
city still leaves much to be desired in the way of sani- 
tary provisions. Some three or four years since all this 
was to have been changed and work was started with a 
will. The port works were being pushed and a company 
was formed with large powers to obtain the condemna- 
tion of property in the business section, widening of 
streets and the erection of new buildings. There seemed 
promise that Bahia had at last found itself as an im- 
portant and wealthy city anf that it was going ahead, 
as Rio and Buenos Aires had done, to clear out obstruc- 
tions and build a civic center along modern lines. 
Owners who could afford it were to improve their own 
property by tearing down and rebuilding, while others 
who could not were to have their property condemned 
and rebuilt when they could again obtain possession if 
they were then in a position to do so, or be reimbursed 
along predetermined lines. The tearing down process 
was carried out to a considerable degree and some of the 
rebuilding was started when financial difficulties beset 
the project and chaos reigned for a time, and in a 
measure still reigns. Money is needed there and a firm, 
enduring hand to obtain practical results. Money in 
abundance has been spent in Bahia, but the results are 
far from being those which the large expenditures should 
have produced. Bahia has a wealthy country behind it 
and some day will come into its own; but when it is 
difficult to say. The lower city is limited in extent and 
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part of the port project involved the filling in behind a 
sea wall to extend this area, but this work has come to 
a stop. The wholesale business of the city is carried on 
in this lower section and naturally the banks—English, 
French and German—are located there. 

The city is a port of call for all lines, save the ex- 
press service, between Buenos Aires and Rio direct to 
Europe. The lower city extends back only three or four 
blocks and then encounters a sheer bluff, and on top of 
this latter are located the retail and residential section. 
Trucking is a laborious process up the steep incline and 
the main communication for persons and for a small 
part of the merchandise between the lower city and the 
upper city is by means of vertical and incline elevators. 
The electric street car service and electric light service 
in the lower city and upper city were controlled by 
warring factors, the one being a Pearson interest and the 
other being controlled by a Brazilian interest—Guinle & 
Company. One of these has now been taken over by the 
municipality. Guinle controls the only considerable 
water power concession in the state of Bahia, and work 
was started on a large water power high tension electric 
installation. Work on this has, I understand, been 
practically stopped. Coal is expensive, and although 
fuel oil is utilized, it seems probable that water power 
combined with electric transmission is essential to real 
development, and doubtless this will come about. There 
is railroad connection a short distance to the interior, 
but not up and down the coast. Bahia is a real field for 
investment; but investment must be accompanied by 
supervision or the old waste will go on. Whether or not 
North American capital is to step into Bahia and do for 
it that which it has not been able to do for itself will 
probably be determined within the next year or two, but 
if it is to succeed it must be very sure of its powers and 
freedom from balking interference and it must take in 
outside engineers and men. 


Rio de Janeiro and Sao Paulo 


Rio de Janeiro is the federal capital and the city 


beautiful of this hemisphere. Nature has seldom been 
more gracious in any part of the world, and artists 
among men have furthered her efforts. The wonderful 
bay has been described too many times to warrant any 
repetition here and the Brazilian government has placed 
a city on its shores well worthy of the environment. He 
who cannot enthuse over Rio is lacking in the power to 
appreciate the very essence of beauty. Rio, Sao Paulo 
and Santos are correlated by juxtaposition, but as com- 
mercial centers Rio and Sao Paulo are rivals in separate 
states. Santos is the port of Sao Paulo, while Rio is its 
own port. Many a commercial firm has hesitated as to 
whether to make Rio or Sao Paulo its headquarters, and 
that in the face of the fact that Rio has its wonderful 
harbor directly along its walls, while Sao Paulo must 
share its commerce with Santos and all of this incoming 
and outgoing merchandise must pass up and down a hill 
with which only cableways have thus far been able to 
cope. Many in Rio have learned to look to the govern- 
ment and its concessions for support, while Sao Paulo 


76 


i 


Vol. 9 No. 1 BULLETIN OF THE AMERICAN INSTITUTE OF BANKING July, 1916 


has worked out its own destiny; yet the headquarters of 
the company which in a measure controls the destinies 
of Sao Paulo’s commerce, through control of its port 
at Santos and has reaped millions from Sao Paulo’s 
growth, is in Rio. I refer to the Docas do Santos Com- 
pany, of which Mr. Gaffre and the Guinles are the con- 
trolling factors. Goyaz was scheduled as the future fed- 
eral district of Brazil, but doubtless many years will 
elapse before the capital is moved to that city, if it is 
ever moved. 

From a strategic standpoint, Rio, as a capital, is, 
of course, in a vulnerable position, although there are 
fortifications at the entrance to the harbor, which en- 
trance readily lends itself to defense. Tributary to Rio 
and Sao Paulo are the cities of Ouro Preto, Diamantina, 
Juiz da Fora, Campifias and a host of smaller cities, 
and the back country which lies beyond, while Nictheroy, 
which is directly across the bay from Rio and tributary 
to it, is linked by railroad with the port of Victoria to 
the north. Coffee is the wealth of Sao Paulo, but num- 
berless other sources of wealth are available to these 
favored cities as the development of years goes on. 

It is doubtful if there is any more favored land in 
all the world than Brazil, and she owes much to the 
Monroe Doctrine of the United States of America. Many 
of her people realize this as is evidenced by the Monroe 
palace at Rio, for without it there is but little doubt that 
she would long since have lost many square miles of her 
vast territory, rich in natural resources. She needs 


money in vast quantities for development, but equally 
she needs a more progressive spirit than has been mani- 
fested in many of her methods, which have partaken of 
the dog-in-the-manger principle and the theory that the 
incoming foreigner, to whom she must of necessity look 
for her development, must be inveigled and worried into 
paying a heavy toll for the privilege of assisting in the 


development of her fair land. Her more progressive 
people are recognizing the situation and are endeavoring 
to improve it, but there is a large parasite growth which 
must be cut off or whose efforts must be turned to real 
production before anything like the efficient progress 
which is possible in that country can be brought about. 
The Pearson interests have fought their own fight in Rio 
and Sao Paulo. Percival Farquhar has told his own 
story concerning the public service holdings in which he 
is interested and the Guinles, natives though they are, 
and yet representing in a way much of foreign ambition, 
have spent millions which under different circumstances 
could have produced much greater results. Of late talk 
has been revived of American capital taking over the 
Brazilian state railways, and if this is done a struggle 
impends which loomed large even in the eyes of the 
Brazilian government, but which with the Brazilian 
government’s sincere desire for fruition, coupled with 
the added power of American government protection of 
its citizens’ capital interests in foreign countries, might 
carry the matter through to an efficient outcome, and if 
so a long step would be made in Brazilian progress. 
The natural sequence to this and some interest in the 
Farquhar mileage would be the administration of the 


Lloyd-Braziliero, which is the connecting link to many 
of the points not touched by the railroad, but the burden 
will be heavy for many years to come. 

Rio and Sao Paulo are, of course, very important 
banking centers. The banks are numerous and many of 
them strong. Mainly they are branches of European in- 
stitutions, although there are native banks and the 
branch of an Argentine bank and the recently established 
connections of the National City Bank of New York. 
Local banking in Rio differs from banking practice here 
in that checks are not employed in local matters to any- 
thing like the extent to which they are employed here. 
It is much more the custom to pay bills in cash and it is 
quite an ordinary sight to see individuals drawing large 
sums in paper currency and taking it through the streets, 
apparently unprotected, to offices and factories. It 
seems remarkable that thefts are not more numerous 
under these conditions. The drawing of money is rather 
a tedious process in Rio, and from our viewpoint there 
is much opportunity for facilitating this process. One 
is frequently made to wait long at a bank window, and 
after passing through the first stage in the proceedings 
receives a brass check and is then obliged to wait at 
another window until the transaction is consummated. 
At a bank and at the post-office in Rio, and, in fact, in 
many other South American cities, the far-heralded 
courtesy of the Latin seems to disappear and instead of 
taking his turn in line he will quite likely endeavor to 
reach over the shoulder of someone already at the win- 
dow, and frequently by so doing expedite his own affairs. 
A carelessly placed heel in thé middle of an instep or 
a vigorous verbal protest, which latter sometimes goes 
for naught, seems to be about the only way to dis- 
courage this tendency. Any foreigner who goes to Rio 
and after carefully ascertaining his limitations, rights 
and privileges is not prepared to act accordingly is 
going to lose out in a situation which is very far from 
being the simple situation he may anticipate at the out- 
set. Things move somewhat quicker in Sao Paulo, for 
it is at a much higher altitude and there seems to be 
snap and vigor in the atmosphere and a greater spirit of 
commercial progressiveness among the people. One is 
constantly brought into contact with monetary exchange 
conditions and the relative gold and paper values. For 
instance, foreign -exchange values vary daily with re- 
spect to the value of Brazilian paper and import charges 
are payable part in gold and part in paper. One im- 
porting goods from New York must have in mind relative 
gold and paper values, the day’s quotation on sterling 
exchange and some knowledge of the current rate of 
exchange between London and New York. 

The recent innovation of dollar exchange, however, 
has possibly helped this situation very materially. A 
New York contractor who manufactured certain ma- 
chinery and undertook the furnishing of this machinery 
in company with other machinery necessary to make up 
a complete plant and the installing of it in Brazil on a 
contract price basis had quite a problem presented to 
him, for the customs classifications and the manner in 
which the customs were administered formed a problem, 
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in addition to the financing and fluctuations which might 
vary between time of submitting estimate and the com- 
pletion of the contract, made the entire transaction one 
requiring considerable knowledge of the conditions in 
order to provide in so far as possible against loss. If 
you will look in the ordinary list for the value of the 
milreis you will see that it is marked fifty-four and 
six-tenths cents U. S. currency, but this is the gold 
milreis and is not the milreis generally talked of in 
commerce. The classification of certain goods, although 
supposed to be the same, is not always the same at 
different ports of entry. The nearest approach to a 
satisfactory solution which we could reach was to make 
test entries, judge of the exchange condition as best 
we could and then enter a quotation at so many dollars 
F. 0. B. at the Brazilian port of entry, plus so many 
milreis. 


Social Life 


Rio has many clubs, both native and foreign; the 
different nationals each having their own. The general 
meeting place for Englishmen and Americans is Club 
Central on Avenida Rio Branco on the main thorough- 
fare of the business section. Brazilians are also mem- 
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bers of this club, but they come in to their breakfast 
at about 11.00: 4. M., while Americans and Englishmen 
come in about noon. The customary meal when one gets 
out of bed is coffee and a roll, but we supplemented this 
with eggs. Then there is coffee at 4.00 Pp. M., there being 
many small places where coffee only with some small 
cakes is served if it is not served in the offices. The 
substantial meal is at night. Rio Tramway Light and 
Power Company, which has many Americans in its em- 
ploy, now has its own club. There is considerable social 
life which may be entered into if one seeks it and the 
municipal theater is a beautiful building, although not 
frequently occupied. There are one or two other theaters 
and vaudeville houses and numerous moving-picture 
shows. The Americans have a baseball game every Sat- 
urday afternoon and a real Fourth of July celebration. 
There is the best American nucleus in Rio of any of the 
South American cities, although Sao Paulo also has quite 
an American population. There are beaches with good 
ocean bathing and the Tijuca Drive can hardly be sur- 
passed for tropical beauty. The elty is very clean and 
the climate is excellent through seven months of the 
Many of the bank employees have shackaras, or 
staff houses, and the Englishmen have an athletic field 
on the opposite side of the bay. 


CURRENCY DEFLATION AFTER THE WAR 


The Boston News Bureau received a query as to 
what, if any, action would be taken by the European 
nations toward deflating the currency after the war. It 
submitted the question to Professor Irving Fisher of 
Yale, whose reply was as follows: 

“One can only guess as to whether Buropean na- 
tions will resume specie payments early, or late, or 
never. Too much depends on how much longer the 
war lasts, and what kind of an ending it has. I think 
that it would be extremely improbable that all the 
countries could suddenly get back to a gold basis. If 
they did, undoubtedly, it would cause depression of 
trade. If, on the other hand, the inflation goes on, it 
will certainly be a burden on bond holders and people 
with fixed incomes. 

“IT do not see how silver inflation will be any bet- 
ter than paper inflation. On the contrary, it is better, 
I think, to have out and out paper inflation, as the use 


of silver tends to confuse the public and give them a 
false sense of security. Perhaps your correspondent 
has in mind, however, not silver inflation, as I thought 
when first reading his letter, but frank acceptance of 
a silver standard and the corresponding abandonment 
of gold. This seems to me extremely improbable. I 
should scarcely believe that England would do this, and 
if England would not, that France and Russia or even 
Germany would. 

“It is undoubtedly true that the inflation or ‘de- 
flation’ in Europe will, while it is going on, influence 
the trade in commodities, both in Europe and the United 
States, the tendency being, while inflation is going on, 
to send gold abroad, i.e., from Europe, instead of com- 
modities; while if deflation were practiced, the tendency 
would be to suck back our gold in place of our goods. 
But there are numerous other factors also at work.” 


BRITISH-ITALIAN TRADE RELATIONS 


It is reported from London that an agreement has 
been signed between the London County and Westminster 
Bank, Ltd., and Lloyds Bank, Ltd., on one side, as 
representing a British financial group, and the Credito 
Italiano on the other side, as representing an Italian 
capitalistic group, for the formation of a British com- 
pany, to be known as The British Italian Corporation, 
with an authorized capital of £1,000,000 and the con- 
stitution also of an Italian company styled the Cam- 
pagnio Italo Britannica capitalized at 10,000,000 lire. 
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The objects of the companies are given as being the de- 
velopment of the economic relations between the two 
countries and the promotion of undertakings in the 
industrial and commercial field in Italy. The com- 
panies will work in close association. The strength of 
the two British banking houses with deposits of over 
200,000,000 sterling assures the monetary support of 
the venture. The report states that an appeal to the 
public for capital is not necessary. 
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By EVERETT WALTON GOODHUE 
Professor of Economics, Colgate University 


This is the third of a series of four articles by 
Professor Goodhue on this topic. The first paper ap- 
peared in the May issue. 


N the twenty-third of December, 1913, President 

Wilson set his signature to the Federal Reserve 

Act. This was the final step in giving the 

country the opportunity to develop a modern banking 

system which would fit in to the new commercial, busi- 
ness and financial needs of the nation. 

For the first time in the history of this country since 
the fall of the Second United States Bank we have the 
legal possibilities of a unified system of banking. Under 
the old laws over 7,000 national banks and some 19,000 
state and private banks,were competing with little possi- 
bility of acting together in the ease of emergency. The 
phenomenon of hoarding and restricting credits the mo- 
ment a crisis appeared on the horizon is too familiar to 
need any elaboration. But now, through the powers 
granted to the Federal Reserve Board by the Act, and the 
existence of the Federal reserve banks, a way is provided 
by which the 7,600 national banks and the thirty-four 
state banks, which have joined the system to date, are 
linked together for mutual protection in crises and for 
mutual advantage in their day to day business. At last 
the country has some measure of centralization in 
banking. 

The Act as finally passed was the result of much 
compromise, some of which carries not a little political 
significance. In details the system is not altogether 
scientific, but it is a great improvement over the banking 
conditions which have prevailed in this country for the 
last seventy-five years. During the prolonged discussion 
over the bill a deal of antagonism developed and, as 
finally passed, the Act was severely criticized. One 
prominent politician went so far as to pronounce it the 
most dangerous and mischievous piece of legislation 
which had been enacted in a generation. A year and a 
half of experience, however, with the Federal reserve 
system has stilled much of the hostile criticism. 

In general outline, the Act has worked out much 
better than was anticipated by many competent critics. 
No one claims the Act is perfect; quite the contrary, it is 
believed that after a fair test has been made of the 
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system so as to show up the weak spots substantial 
amendments will come. Even at the present time the 
Federal Reserve Board has drafted a set of six amend- 
ments which in their judgment will do much to 
strengthen the Act. The consensus of opinion of those 
best fitted to judge seems to be that time should be 
given to test out the various provisions, and that amend- 
ments should come slowly in order to avoid mistakes 
and to prevent frequent overhauling of the Act with 
all its resulting disturbance. On the whole, the Act has 
assisted materially in the recovery of business follow- 
ing the disastrous panic of 1914, and has been of ad- 
vantage in the period of prosperity which has existed 
in this country since midsummer, 1915. A confidence 
never experienced before in the banking field prevails 
which augurs well for the future. 


The War and the Federal Reserve System 

The war has made practically every condition ab- 
normal. At first it brought a serious crisis, and then 
a condition of feverish prosperity. During the period of 
the crisis the Federal Reserve Board was busied with 
the plans worked out to relieve the situation, and the 
technical work of organizing the Federal reserve banks. 
The Federal reserve banks were formally opened on a 
date, November 16, 1914, when conditions were improv- 
ing. Just at this time the balance of trade had turned 
in our favor, the stock exchange was opened for limited 
trading, the cotton exchange was brought into operation 
again, and the industries furnishing war material were 
starting the ball of prosperity rolling. Some advantages 
have accrued from inaugurating the system at this time, 
and without doubt many things have been done differ- 
ently than they would have been had the banks been: 
opened in a time of world peace. 

Generally speaking, the war has affected the open- 
ing and development of the system in three ways: (1) 
it has created a great balance of trade’ in our favor 
which in turn has led to the import of gold and a conse- 
quent ease in the money market; (2) it has turned the 
financial resources of the great European commercial 
nations to war and left a more or less open field for the 
development of certain features of the Federal reserve 
system, and (3) it has made it impossible, because of 
the disturbed conditions in Europe, to carry out other 
features of the Act. Even a superficial reading of the 
work of the Federal Reserve Board from month to month 
as outlined in the Federal Reserve Bulletin will con- 
vince one that the Board has had ample time to turn 
its attention to many technical details. If rediscounting 
had been heavy, the problem of capital payments and 
the shifting of reserves had been more difficult, the 
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Board would have found it not as easy to devote its time 
to such things as definitions, check collection, redis- 
tricting, and other like technical details. 


The Reserve Situation 

Two things of importance so far as the bank re- 
serves are concerned have followed hard on the heels of 
the installation of the Federal reserve banks. In the 
first place, the law lowers the reserve requirements of 
all the member banks and this has resulted in releasing 
many millions for loanable purposes. With the strength 
of the Federal reserve system back of the member 
banks, and with the possible creation of second- 
ary reserves in the form of liquid paper subject to redis- 
count at the reserve banks, the old reserve requirements 
were no longer deemed necessary for member banks. 
In the second place, the balance of trade has run strongly 
in our favor since the beginning of the year 1915, and 
this has resulted in the release of a considerable amount 
of gold from Europe and other countries to pay debts 
due here. For some months gold flowed into this 
country until we had accumulated some $400,000,000 of 
gold which was deposited at the assay offices but subse- 
quently found its way into the reserves of the banks. 
From September, 1915, to May, 1916, little gold was 
brought in, due to the funds made available for the pay- 
ment of balances on account of the Anglo-French loan 
and the sale of foreign owned securities in our market. 
Recently, however, a new gold movement has set in, 
and we have received, largely on English account, 
$66,000,000* more gold. This gold flood has not been 
particularly desirable from many points of view, but it 
has served at least one useful purpose in that it has 
made the transference of reserves by the member banks 
and the payment of capital instalments a comparatively 
simple matter. 

Without any serious disturbance to business and 
with the maintenance of unprecedented low money rates 
capital payments amounting to $54,863,000 have been 
made and gold reserves amounting to $360,628,000} have 
been accumulated in the control of the Federal reserve 
banks. The accumulation of this large fund of gold is 
in line with the best precedents. The reserve banks are 
expected to hold the ultimate reserves of the nation, 
and the gradual transference of the gold resources to the 
vaults of these-banks was contemplated in the law. No 
one, however, dreamed when the law was passed that it 
would be accomplished so easily and with so little loss. 
Although the last payment of reserves is not due until 
November, 1917, it is now proposed to amend the Act so 
that all payments can be called at once. 

All conditions are so out of joint at the present time 
that a high degree of conservatism is undoubtedly neces- 
sary. When the war is over Europe will want to 
acquire gold, and she will find ways of depleting our 
hoard until an international equilibrium has been estab- 

*New York Times, June 21, 1916, 

This amount includes $103, 481, a potioment fund 
and $1,703,000 gold redemption fund with the U. S. Treas- 
urer. Weekly statement of Federai Reserve Board showing 


conditions of Federal reserve ‘— —New York Times, June 
11, 1916. Sections 7 and 8, p. 


lished. Our problem is how to release this gold without 
serious readjustments in trade and business. If the gold 
is held by the banks in reserve as a basis for loans any 
loss of gold will mean a sharp contraction of loans with 
consequent embarrassment; but if a large fund of gold 
is held in the Federal reserve banks it can be released 
gradually under the direction of the Board without neces- 
sitating the contraction of loans by member banks. Still 
further, the accumulation of gold at the present time in 
the Federal reserve banks serves to prevent undue loan 
expansion and to discourage speculation. In this latter 
case the reserve banks act as a sort of absorber of sur- 
plus lending power and tend to keep conditions more 
healthy and normal. Mr. Paul M. Warburg in a recent 
speech before the New York State Bankers Association 
pointed out in a forceful way the difficulties which will 
arise after the war and urged an increasing concentra- 
tion of gold with the Federal reserve banks as well as 
caution in regard to loan expansion at the present time. 

The effect of the release of reserves and the new gold 
has been most marked upon the price charged for loan- 
able funds. The open market rates for demand loans 
and the various kinds of time loans have been remark- 
ably low for many months; and this same effect is noted 
in the rates quoted by the reserve banks. For the year 
1915, on the New York market, call loans ranged from 
1 to 3 per cent.; 60-90 day loans from 2%4 to 4% per 
cent.; six months loans from 2% to 4% per cent., and 
4-6 months commercial discounts from 2% to 4% per 
cent.* Similarly low rates were quoted for other cities 
in different sections of the country. 

The Federal Reserve Board in its Second Annual Re- 
port says: “More immediately important to the actual 
borrower than the rates maintained at the reserve banks 
are those established by the member banks for their cus- 
tomers. It is an undoubted fact that rates for good com- 
mercial paper have never approached so uniform a level 
in the United States as during the last year—a condition 
due to a variety of circumstances, prominent among 
which is the operation of the Federal reserve system.”+ 
The excess reserves maintained by all the banks have 
been large, and this has had the effect of easing off 
money rates. According to the last report of the Comp- 
troller of the Currency the reserve situation as of Sep- 
tember 2, 1915, is as follows:{ 


Amount 
of Excess 
Reserve 
$478,365,540 

390,390,124 


Amount of Per Cent. 
Reserves Held Reserves 
Total reserve cities. .$1,187,784,576 27.55 
Total country banks.. 771,613,026 24.30 


Sept. 2, 1915 


Within recent days money rates have tended to 
stiffen, and this is an indication to some that the slack 
occasioned by the lowering of reserve requirements and 
the new gold has about been taken up. On Tuesday, 
June 6, 1916, call money was lent in the financial dis- 
trict at four per cent., the highest rate of the year.§ 
This firmer tone of the money market seems to fore- 


*Annalist, Jan. 3, 1916, 24. 
Pe Annual "Report Poe the Federal Reserve Board, 


Report of Comptroller of the Currency, 1915, pp. 57-58 
New York Times, June 7, 1916, p. 20. 
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shadow some new conditions; albeit the immediate cause 
of the change was in the large payments due at this 
season of the year for income tax account, the payment 
of about $60,000,000 during the day on subscriptions of 
the newly formed United Motors Corporation which 
necessitated the shifting of loans to a considerable de- 
gree, and the collection by the member banks of surplus 
funds for the payment of the next reserve instalment 
which soon falls due. 


Note Issue of the Reserve Banks 

One of the great defects of our former banking sys- 
tem was inelasticity in note issue, which was especially 
appreciated as a burden during the fall crop moving 
period and in times of crisis. To remedy this condition 
the new law provides that Federal reserve agents may 
issue notes to Federal reserve banks on presentation by 
these banks of paper eligible for rediscount. It further 
provides that a reserve of forty per cent. in gold must 
be maintained against the average amount of notes out- 
standing, and that a reserve of at least five per cent. in 
gold must be kept with the Treasurer of the United 
States for the redemption of these notes.* These provi- 
sions furnish this country at last with an almost perfect 
elastic currency element, that is, one element which will 
expand and contract according to the demands of trade. 

Not a little criticism has been raised against the 
system on account of the way in whfch these notes have 
been put into circulation by the Federal reserve agents. 
The operation has been for the member banks to present 
eligible paper, receive the Federal reserve notes, and 
then take up the rediscounted paper by check collectable 
in gold, or a deposit of gold. The large amount of 
gold available has made possible this method. Because 
of this unusual way of obtaining notes, which has made 
these notes essentially gold certificates, the cry of in- 
flation and “ultra vires” has been raised. A deal of dis- 
cussion has been provoked over this illegal method, as it 
is called. It is held that there is no authority in the law 
for any such privilege, and that the Federal reserve notes 
were tacitly intended to be an emergency currency. 
Since there is no demand for the notes to meet an emer; 
gency, no notes should be issued. The present issue cov- 
ered by gold in the hands of the Federal reserve agent 
results in inflation and hence accentuates prices already 
high by reason of the importation of gold and release of 
reserves. 

The Commercial and Financial Chronicle, taking up 
the cudgels against the Federal reserve system in what 
it calls this infraction of the spirit and purpose of the 
new law, says: “In the issuance of these reserve notes, as 
we have many times pointed out, the spirit of the law is 
being entirely disregarded. More than that, the lan- 
guage of the statute is being curiously twisted and mis- 
applied in order to find ostensible legal justification for 
the course pursued. The statute contemplates only one 
way in which the notes shall be issued, namely, against 
the deposit of mercantile notes, drafts and bills and the 


*This reserve in the hands of the Treasurer is counted 
as a part of the forty per cent. gold reserve. 


speedy and complete retirement of the notes when the 
mercantile collateral behind the same is withdrawn. It 
is in that way that the framers of the law intended to 
provide elasticity of note issues such as has always been 
lacking in the government-secured bank notes.”’+ 

The main contention of the Chronicle is that the 
practice is wrong in principle and also wrong in its 
practical results. The Chronicle bases its contention of 
“ultra vires” on statements made by Governor Strong 
and Pierre Jay, and certain sections of the law. To 
be sure, the law says that “Any Federal reserve bank 
may make application to the local Federal reserve agent 
for such amount of the Federal reserve notes hereinbe- 
fore provided for as it may require.* Such application 
shall be accompanied with a tender to the local Federal 
reserve agent of collateral in amount equal to the sum of 
the Federal reserve notes thus applied for and issued 
pursuant to such application;”{ but the law also says 
in the next paragraph: “Every Federal reserve bank 
shall maintain reserves in gold or lawful money of not 
less than thirty-five per centum against its deposits and 
reserves in gold of not less than forty per centum against 
its Federal reserve notes in actual circulation, and not 
offset by gold or lawful money deposited with the Fed- 
eral reserve agent.”§ 

If the law did not contemplate some such accumula- 
tion of gold as is now going on, why this last clause? 
The language of the law seems to be specific enough at 
this. point, and to comprehend the possibility of having 
notes issued on the basis of gold cover. If any further 
proof is necessary, Sec. 14 of the law may be cited which 
gives every Federal reserve bank the “power to deal in 
gold coin and bullion at home and abroad, to make loans 
thereon, exchange Federal reserve notes for gold, gold 
coin, or gold certificates, and to contract for loans of 
gold coin or bullion.’’|| In the light of these specific 
provisions the charge of “ultra vires” is not entirely 
sustained. In order, however, to remove any doubt on 
the matter the Federal Reserve Board in one of its pro- 
posed amendments suggests that “with the approval of 
the Federal Reserve Board the issue of Federal reserve 
notes to Federal reserve banks should be permitted either 
against the deposit of an equal amount, face value, of 
notes, drafts, bills of exchange, and bankers’ accept- 
ances acquired by Federal reserve banks under Sections 
13 and 14 of the Act, or of gold, or of both, provided, 
however, that gold so deposited with a Federal reserve 
agent shall count as part of the reserve required by the 
Act to be maintained by the bank against such notes 
outstanding.” ** 

Under Section 14 of the Act an issue of Federal 
reserve notes to buy gold is just as truly putting these 
notes into circulation in place of the gold as if they 
were issued against a deposit of commercial paper. In 


1916) and Financial Chronicle, Vol. 102 (Feb. 19, 

tComplete text and ane of the Federal Reserve Act. 
Irving National Bank, pp. 14-15. 

§ibid., 15. 


Pp. 
Complete text and analysis of the Federal Reserve Act. 
Irving National Bank, pp. 13-14, Sec. 14_(a). 
91-22. * Annual Report of Federal Reserve Board, 1915, pp. 


July, 1916 JOURNAL OF THE AMERICAN BANKERS ASSOCIATION Vol. 9 No. 1 


this case, as in the operation which is going on at 
present, the gold would pass into the hands of the Fed- 
eral reserve agent and be impounded; for the only way 
in which the Federal reserve bank may get possession 
of the notes is by presenting eligible paper or gold to 
the Federal reserve agent. To my mind, the practical 
results are the same in both cases, and, therefore, the 
argument set up against the present practice largely 
falls to the ground. 

As to the practical contention it may be said that 
the Federal reserve banks have been merely taking ad- 
vantage of the abnormal conditions brought on by the 
war to accumulate a large store of free gold. This serves 
two useful purposes. In the first place it withdraws 
from circulation gold and gold certificates which other- 
wise might be used by the banks as a basis for further 
loans in an amount of about five dollars for every dol- 
lar of reserves, substituting therefor Federal reserve 
notes which cannot be held in the reserves of the mem- 
ber banks and can only go out into circulation. This 
tends to check a tendency to inflation through lessening 
the amount of deposit currency. The other useful pur- 
pose is to accumulate in the hands of the Federal reserve 
agent a considerable fund of gold which can be used to 
meet the demand for gold by the European nations after 
the war is over, and in this way lift from the member 
banks some considerable part of the burden of furnish- 
ing from their reserves gold which would result in loan 
contraction by those banks and a consequent detriment 
to business. One of the objects of the Federal reserve 
system is to mobilize in the hands of the Federal reserve 
banks the surplus gold resources of the nation. In har- 
mony with this object, the banks seem to be entirely 
within their province in taking advantage of the present 
situation and acquiring gold. It would take many years 
for the Federal reserve banks under normal conditions 
to build up a large reserve of gold, and to put them- 
selves in a position of influence so far as their ultimate 
gold reserve is concerned. 

If conditions were anything like normal it is certain 
that this could not be done, and that Federal reserve 
notes would be issued under commercial paper cover. 
As it is the member banks want the notes for circulation 
purposes, and prefer to use their surplus gold as cover 
which is undoubtedly of advantage to them, to the public 
and to the Federal reserve banks. 

The issue of Federal reserve bank notes, that is, 
notes issued by the Federal reserve banks secured by two 
per cent. circulating bonds, cannot be commended. Ac- 
cording to a recent statement made by the Federal Re- 
serve Board the actual amount of these in circulation 
on April 14, 1916, was $1,423,000, although the total 
issued to the banks is largely in excess of this amount.t 
These notes have been put into circulation, in the main, 
by the Kansas City bank, and are excused on the ground 
that it facilitates the rediscount operations of that bank. 
In this time of a plentiful supply of funds there seems 
little reason why notes of this character should be 
issued. It puts into circulation a new kind of money 


tFederal Reserve Bulletin, May, 1916, p. 213. 


which adds just one more to the many different kinds 
already in use. We should be moving in the direction 
of simplifying our currency, rather than further increas- 
ing the different number of issues. 

Theoretically and practically, unification of our cur- 
rency is desirable. The Federal reserve notes are neces- 
sary as a form of elastic currency, but the continuation 
of the old national bank note currency in the form of 
Federal reserve bank notes is of doubtful expediency. 
For the sake of simplicity and uniformity it would be 
desirable to retire both the national bank notes and the 
United States notes, and have their place in the circula- 
tion taken by the new Federal reserve notes. The*addi- 
tion of all the new notes to the circulation has brought 
a net increase in total circulation of only $8,684,000 from 
April, 1915, to April, 1916.8 The actual amount of 
money in circulation today is considerably less, in spite 
of the greater demand for circulation due to prosperity, 
than it was in the fall of 1914. What has actually hap- 
pened is that gold has been replaced by Federal reserve 
notes. If there is any inflation of the currency it must 
be due to importation of gold and failure of the law to 
reduce the amount of paper currency. This much 
mooted question, then, resolves itself largely into a 
problem of the gold standard, and the decline in the value 
of gold. 


Rediscounts 

During the year and a half that the Federal reserve 
system has been in actual operation the rediscount 
feature of the system has been little used. According to 
the last weekly statement of the Federal Reserve Board 
some 37 per cent. of the earning assets of the Federal 
reserve banks are made up of acceptances, over 30 per 
cent. of United States Bonds, 14.6 per cent. of warrants, 
only 12.8 per cent. of discounts, and about 2.6 per cent. 
of treasury notes.* For the year 1915 the rediscount 
operations within the several districts was as follows:+ 


Number of 


Amount banks applying 


Philadelphia 
Cleveland 
Richmond 


Minneapolis ......... 
Kansas City : 
Dallas 26,756,900 

. 7,287,700 167 
Furthermore, the | total amount of rediscounts made at 
any one time by all the banks has never been in excess 
of $30,000,000. 

From the statistics given above it will be seen that 
the discount business of the country has fallen largely 
within the Richmond, Atlanta, Kansas City and Dallas 
districts. This is due to the fact that the banks of 


San Francisco. . 


§ Federal Reserve Bulletin, 1916, 


New York Times, June 11 Sec. 
1 tAnnual Report of Federal Reserve Boca: 1915, pp. 
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these districts are engaged in financing the planting and 
harvesting of staple crops. Paper eligible for rediscount 
at the Federal reserve banks is taken in large amounts 
by the member banks at a rate of 6 per cent. and is 
then rediscounted at the lower commodity rates, 3 to 
3% per cent. In this way two of the banks have made 
profits over and above expenses. For the first fourteen 
months of operation the Richmond bank paid dividends 
at a rate of 5 per cent., and the Dallas bank earned net 
$65,523, which is equivalent to about 2 per cent. on the 
paid-in capital. 

The war has been one of the great factors in this 
relatively small percentage shown by discounts among 
the earning assets of the Federal reserve banks. With 
the great flood of gold pouring in to the reserves of the 
banks they have been able to take care of most of the 
demands made upon them for loanable funds at rates 
unusually favorable to business, and, in spite of the large 
requirements due to brisk business, they have not been 
forced to rediscount their mercantile and trade paper 
with the reserve banks. Had it not been for the abnormal 
condition due to the release of reserves and gold imports 
there is little doubt but that rediscounting operations 
in all of the districts would have been carried out to 
the benefit of the earnings of the Federal reserve banks. 

The best investment from the earning point of view 
is this rediscounted paper. Outside the crop areas the 
Federal reserve banks have been forced to depend on 
United States bonds, warrants, treasury notes and ac- 


ceptances; the average return on which is about 2 per 


cent. Taking into consideration heavy initia] expenses 
of organization and of note issue many of the banks 
have just cleared expenses, and in two cases an actual 
deficit has been shown. For the quarter ending March 
31, 1916, the net earnings of all the Federal reserve 
banks was $257,767.63 or a yearly rate of 1.9 per cent. 
on paid-in capital. The Boston bank showed net earn- 
ings of 3.24 per cent.; Kansas City, 3.4 per cent.; 
Chicago, 3.08 per cent.; Richmond, 5.25 per cent.; 
Atlanta, 4.01 per cent.; and Dallas, 4.34 per cent.t Con- 
sidering all the circumstances these earnings show a satis- 
factory development, and seem to indicate that when 
normal conditions are restored the banks will show sub- 
stantial profits. It is a good sign that the Federal Re- 
serve Board has been governed by the desire to see the 
banks render the greatest possible public service rather 
than to force investments which would yield the statu- 
tory profits. 


Acceptances 

The war has had a most interesting influence on the 
use of bankers’ acceptances. For more than thirty years 
the acceptance has been, because of the unfavorable 
court decisions in the eighties, an unknown document in 
the United States. Where European nations have looked 
upon the acceptance with favor and have developed, as 
in England, special types of banks known as “acceptance 
houses” for handling this business; we have placed our 
dependence largely on single name paper, and allowed it 
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to lie a dead asset in our banks until maturity. We 
did not legalize the acceptance and created no open 
market for this high grade investment until the for- 
ward step was taken in the Federal Reserve Act. Hence 
the custom in this country of using single name paper 
for which there was no market; and this will be for some 
years to come a stumbling block in the way of a large 
use of the new kind of paper. Fortunately, the Federal 
Reserve Act permitted a limited use of acceptances; 
and the European war in intervening created a necessity 
which has forced the use of the acceptance in a way 
which it probably would have taken years to accomplish 
under ordinary conditions. 

The law allows member banks to accept bills drawn 
on them involving the importation or exportation of 
goods having not more than six months sight to run, but 
not in excess at any one time of one-half its paid-up 
capital and surplus. By amendment this latter clause 
has been changed to read 100 per cent. of its paid-up 
capital and surplus provided it has the sanction of the 
Federal Reserve Board. The law also stipulates that 
Federal reserve banks may rediscount such acceptances 
having not more than three months sight to run and 
indorsed by at least one member bank; and allows the 
Federal reserve banks through open market operations 
to purchase and sell acceptances at home or abroad. 

Through these provisions some of the banks, espe- 
cially those on the Atlantic seaboard, have been doing 
quite a brisk trade in acceptances. For the first time 
dollar exchange is a reality. Already such exchange is 
quoted in South American and Oriental centers. The 
Boston and New York reserve banks especially have con- 
ducted operations of this kind and report considerable 
purchases of this class of paper. For instance, New 
England purchases wool and hides from South America 
and jute and cotton from the Orient. Under the old 
system these purchases would be financed through Lon- 
don and commissions would be paid the London banks 
for the accommodation. But now, with England turning 
all her energies to financing the war, these purchases are 
negotiated directly through certain member banks in 
Boston. Forward discount rates are quoted and the bill 
is drawn, say in Rio de Janeiro, upon the First National 
Bank of Boston by the correspondent of the Rio bank. 
In this way dollar exchange has actually been created, 
and the Federal reserve banks are doing all in their 
power to extend the business by furnishing a liberal 
market for such acceptances, and quoting forward dis- 
count rates. 

The amount of bankers’ acceptances handled by the 
Federal reserve banks for the year 1915 are as follows:* 


Total 
$14,105,000 
25,834,000 39.8 
7,565,000 11.7 
2,963,000 4.6 
250,000 ‘ 
72,000 
5,782,000 
1,801,000 


*Annual Report of Federal Reserve Board, 


Per Cent. 
21.7 


Philadelphia 
Cleveland 
Richmond 
Atlanta 
Chicago 

St. Louis 


Banks 
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Total Per Cent. 


$1,455,000 2.2 
1,788,000 2.8 


Banks 
Minneapolis 
Kansas City 
Dallas 

3,230,000 5.0 

From this table it will be seen that Boston, New 
York and Philadelphia purchased 73.2 per cent. of all the 
acceptances. Acceptances have been largely bankers’ ac- 
ceptances, but from September 2, 1915, the date of first 
purchase, to December 31, 1915, trade acceptances have 
been purchased to the amount of $1,958,000. Un- 
doubtedly, if domestic acceptances were lawful, the trans- 
actions in acceptances would have been much heavier; as 
it is, with acceptances confined largely to the financing 
of imports, transactions have necessarily been limited 
and confined largely to the cities through which such 
imports come. 

The future of dollar exchange is an interesting 
problem. The war has done not a little to give birth to 
and stimulate the use of the draft drawn on an American 
bank. In years past London has had a practical monop- 
oly of this business, and now, with the establishment of 
dollar exchange in South America and the Orient, the 
question is raised whether London or New York will 
offer the largest advantages after the war is over. Cer- 
tain it is that London will have a new competitor in this 
field. In the last analysis financing of foreign trade 


through London or New York centers around the avail- 
ability and cheapness of funds, other things being equal. 


If rates in New York should prove to be more attractive 
to the South American or Oriental bank than in London 
the financing would be done through New York, and vice 
versa. Leaving out of account all other factors, the 
market which offers the most favorable terms will get 
the business. But other factors cannot thus easily be 
pushed into the background and ignored. Quite as large 
factors as comparative rates and the state of the money 
market in the respective centers are such things as: 
business habits, difficulty of educating handlers of bills 
in distant places as to American credit; lack of bill 
buyers in foreign countries who will quote as low rates 
on American as on sterling bills, the ability of the men 
in charge of American branches and agencies in foreign 
countries, and inferior freight and mail service. All 
these will be off-setting factors and will tend to turn the 
trade toward London rather than the United States. 
After the war is over some of this new business will 
return to London, but still, for certain kinds of transac- 
tions dollar exchange will be better than sterling; for 
this reason foreign exporters will continue to draw upon 
the American bank. It is to be assumed that for some 
years to come at least, or until the disparity in the 
other elements is cancelled, London will continue to do 
the bulk of this business. With the establishment of 
branches and agencies, the investment of capital, the sale 
of goods to and purchase of goods from foreign countries 
on an increasing scale, the development of direct steam- 
ship lines, the spread of information in regard to Ameri- 
can banking facilities, and the developing prestige of 
the Federal reserve system the United States will break 
down the disparity which now exists. Then the problem 


reverts to that fundamental economic problem of relative 
rates for money in the two centers. 


The Deposit of Government Funds 

The theory and best practice of any centralized sys- 
tem of banking, be it partial or otherwise, is that the 
bank or banks should be the fiscal agent of the govern- 
ment. However ‘advantageous the independent treasury 
system was at the time of its establishment and for some 
period of time subsequent thereto, it has been seen for 
many years that the defects of such a system out- 
weigh any possible advantages. In all the discussion 
waged over the question of the reform of our banking 
system the consensus of opinion was on the side of 
divesting the government of its banking functions. At 
one time in the debate over the form of the new law the 
mandatory clause was incorporated in the bill by the 
House; but in the last days of the discussion the com- 
promise spirit proved stronger and, whether for political 
reasons is not definitely known, the Senate amendment 
was substituted so that the sections pertaining to gov- 
ernment deposits was changed to the optional form. 

The law now reads that the Secretary of the Treas- 
ury may deposit, with certain exceptions, government 
funds with the Federal reserve banks. From all expe- 
rience in Europe as well as in this country the optional 
clause of this section seems to be undesirable. Through 
this optional power granted by the law, the deposit of 
government moneys places in the hands of the Secretary 
of the Treasury great opportunity for good or evil, may 
continue all the defects of the old system, and may bring 
about a separation of function between the Federal Re- 
serve Board and the Treasury Department which is 
both illogical and unwise. Furthermore, the failure of 
the government to co-operate in this function of govern- 
ment deposits at the time the system was inaugurated 
has given an excuse to the state banks to stay outside 
the system. If the government would not deposit its 
funds with the Federal reserve banks, quasi-government 
controlled institutions, why should the state banks join 
a system which the government itself preferred to ignore 
in this respect? 

The Secretary of the Treasury announced last fall 
that government deposits would be gradually trans- 
ferred to the Federal reserve banks beginning January 1, 
1916. At that time some government funds were actu- 
ally transferred to the New York Federal reserve bank, 
and the government assumed a partial relation of client 
to that bank. In September, 1915, $15,000,000 of gov- 
ernment money was deposited as a form of so-called 
emergency relief with the three southern reserve banks 
to assist in financing the cotton crop. The arguments 
advanced by Secretary McAdoo for failing to deposit 
earlier with the Federal reserve banks were that the 
money market was already embarrassed with a plethora 
of loanable funds and that the extra clerical force neces- 
sary to handle the government account would increase 
the expenses of the Federal reserve banks, at a time 
when expenses were very large, and would complicate 
the work of establishing the system. 
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The first argument 1s certainly not logical; for a 
deposit in the Federal reserve banks would impound 
government funds in those banks and would withdraw 
funds from the open market already somewhat embar- 
rassed with a plentiful supply of money. Moreover, 
with this ease in the money market, the process of shift- 
ing the funds could be carried on with little or no detri- 
ment to the member banks. If ever a time was ripe for 
just this operation the past ten or twelve months seem 
to be the time. There is little more to the second argu- 
ment. Granted that expenses would be increased to some 
extent, it does not follow that this could not have been 
shouldered by the banks without serious difficulty, and 
it does not appear that the gain in this direction of 
expense is offset by the loss through the failure of the 
government to co-operate. 

The deposit of funds in the three southern banks 
looks, on the surface, like a bit of paternalism. The 
south and the Secretary of the Treasury were frightened 
by the action of England in putting cotton on the con- 
traband list. This act of England narrowed the cotton 
market to the extent of shutting off purchases from the 
Central Powers. Fearing some such catastrophe in cot- 
ton as happened in the crisis of 1914, Secretary McAdoo 
felt it incumbent upon him to relieve the assumed situa- 
tion by a deposit of funds. The wisdom of this move 
all turns on the need of the three southern Federal 
reserve banks for assistance of this kind. In order not 
to show any particular discrimination the Secretary 
sent out letters to the Minneapolis and Kansas City 
banks as well as the southern, stating that he was ready 
on their request to deposit as much as $30,000,000 of 
government money to relieve any stringency, and bring 
confidence to the farmers and handlers of the staple 
crops. The first two mentioned banks sent carefully 
worded and courteous replies saying they were in a 
strong position and would, in all probability, need no 
assistance. Possibly Secretary McAdoo was _ likewise 
mistaken in regard to the need for government funds in 
the south. In the light of available facts, it seems that 
the wiser course would have been to deposit government 
funds in all the reserve banks at this time, and start 
making them the fiscal agents of the government; rather 
than to select the three southern banks for special con- 
sideration. 

It was shown from reliable statistics that the cot- 
ton acreage was some 5,000,000 acres less in 1915 than 
in 1914, and the total crop was estimated at from 
4,000,000 to 6,000,000 bales less.* Also the effective 
storage capacity of 5,000 warehouses in the south was 
estimated to be not less than 12,500,000 bales of flat cot- 
ton, and that the cotton mill warehouses could take care 
of 1,200,000 bales more.+ The significance of this ware- 
house capacity is that cotton after grading, ginning and 
baling can be standardized, placed in cotton warehouses 
and have issued against it warehouse receipts which can 
be used as collateral for loans made by banks. This 

*Letter of Hon. W. P. G. Harding to the Federal reserve 
agents. Federal Reserve Bulletin, August, 1915, p. 181. 
tAddress of Hon. W. P. G. Harding at Sirmingham, 


Ala., August 25, 1915. Federal Reserve Bulletin, September, 
1915, p. 254. 
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paper would then be eligible for rediscount at the Fed- 
eral reserve banks under a preferential rate. Further- 
more, it was shown from reports made to the Comptroller 
of the Currency on the call of September 2, 1915, that 
the national banks of all the districts were carrying 
large surplus reserves. For the reserve cities the re- 
quired reserves were 15 per cent. and the actual reserves 
were 27.51 per cent., or an excess of $262,037,643; while 
for the country banks of the southern states alone the 
required reserves were 12 per cent. and the actual 
reserves reported 22.95 per cent., or an excess of 
$49,569,163. 

So far as the trade in cotton was concerned the 
situation was quite different from what it was in the 
preceding year. The seas were cleared, and although 
freight and insurance rates were high, cotton was being 
shipped. Then again, business was stimulated in the 
United States and there was a good domestic demand 
for the staple. Average prices were fairly satisfactory 
and the market by no means a narrow one. Under the 
facilities furnished by the Federal reserve system, and 
the gradual marketing of the crop made possible through 
ample warehouse facilities with the consequent com- 
modity paper loans, there appears to have been ample 
means for sustaining a fair price for cotton without any 
deposit of government funds. 

On August 3, 1915, Governor Hamlin, in a statement 
sent to the Federal reserve banks, says: “In view of the 
large surplus reserves now held by the Federal reserve 
banks, by member banks and by other banks throughout 
the country, there should be no difficulty in affording the 
producers the assistance necessary to enable them to 
market these products in volume corresponding to the 
power of trade to absorb them.”§ And W. P. G. Harding, 
in his Birmingham address, states: “Farmers and busi- 
ness men throughout the south were aroused, and, with- 
out any definite organization, but through force of public 
sentiment, a policy of gradual marketing was decided 
upon. Warehouse facilities had been found to be ade- 
quate, and the banking situation was such as to render 
ample funds available to carry out such a policy.”|| In 
the light of these expert statements and the facts given, 
the question naturally recurs why was a deposit of gov- 
ernment funds made in these southern banks? 


Agencies and Branches 

The war has prevented, for the time being, the estab- 
lishment of agencies in foreign countries by the Federal 
reserve banks. The great commercial countries of 
Europe in which the gold standard was definitely fixed, 
where mercantile and bank paper was standardized and 
where an open discount market for the ready sale of such 
paper existed aré in the turmoil of war. Under the con- 
ditions of war it seems inadvisable for the Federal re- 
serve banks to establish agencies for the purchase, sale 
or collection of foreign bills and other market transac- 
tions. Without question such agencies would have been 
established by the Federal reserve banks if the war had 


Report of the Comptroller of the Currency, 1915, p. 57. 
Federal Reserve Bulletin, September, 1915, p. 258. 
|| Federal Reserve Bulletin, April, 1916, p. 160. 
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not intervened, and today the banks through such agen- 
cies would be in the business of purchasing foreign short 
term bills which could be effectively used to protect our 
gold reserve in case of need. These bills sold at the 
right time would effect the rate of exchange and would 
postpone, if not prevent altogether, raising the rate of 
discount to safeguard our gold. 

The question of opening agencies through the Fed- 
eral reserve system in Latin-American countries has been 
raised. It is the unanimous opinion of the Federal Re- 
serve Board that this should not be undertaken at this 
time.t For the United States banking in Latin-America 
is in a pioneer stage. Conditions in regard to monetary 
standards, credits, banking competition and the like are 
all comparatively new, untried conditions. Practically 
nothing in this field is stabilized. Added to this the war 
has brought not a little demoralization to business and 
banking in these countries. Among the great central 
banks of Europe it has long been the practice to place 
agencies only in those countries in which the gold stand- 
ard is thoroughly established and an open discount 
market exists; leaving the development of banking in 
other countries to those banks which are equipped to do 
pioneer work. There seems to be every reason why the 
Federal reserve banks should follow the same careful 
practice. One more thing should be added to the gen- 
eral argument. Under the Federal Reserve Act the work 
of foreign agencies opened by the Federal reserve banks 
is narrowly limited to the purchase, sale and collection 
of certain classes of paper, bonds or gold. If agencies 
were established in South America their business would 
be confined to the purchase and sale of bills of exchange 
in which the competition at pr&sent is keen and the 


+Federal Reserve Bulletin, November, 1915, p. 348. 
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profits made on very narrow margins. Such agencies 
could not be a factor in furnishing the larger banking 
accommodation necessary in those countries. 

Through the authorization granted by the Federal 
Reserve Act, two member banks, the National City Bank 
of New York and the Commercial National Bank of 
Washington, D. C., have established foreign branches. 
The National City Bank has been most energetic in de- 
veloping its business internationally, and to date has 
established ten branches besides several agencies. Ne- 
gotiations are now under way for the opening of several 
more branches and agencies, notably at Madrid in Spain 
and Petrograd and Moscow in Russia. The City Bank 
has also developed a foreign department which is de- 
signed to centralize under one head all foreign develop- 
ment of every kind undertaken by the bank. This de- 
partment is interested not only in branches but also in 
the general business and credit conditions in those coun- 
tries in which the bank has branches, as well as other 
countries like China and Russia. 

On the whole, the first year and a half of the new 
system has been satisfactory. The war has made some 
of the problems of inauguration much more simple than 
they would have been otherwise, and has thus given time 
to the working out of many routine features of organiza- 
tion. The Board has conducted hearings in regard to 
redistricting and the choice of reserve bank cities, has 
formulated many regulations, has worked out a check 
clearing plan for the entire country, which goes into 
effect July 15, 1916, and has, within its power so to do, 
revised regulations and made new regulations for the 
admission of state banks. In spite of some criticism and 
fault-finding the Board has gone quietly ahead and done 
its work efficiently with the result that the new system 
has won the confidence of the country. 


THE SOUTH AMERICAN MERRY-GO-ROUND 


From the Review of the River Plate, May 12, 1916 


It seems only the other day that the United States 
delegates to the International Conference on Uniform 
Legislation were being wined and dined in Buenos Aires 
and listening to and making flowery speeches. They 
have now been back in their (and God’s) own country 
for nearly a fortnight. Lengthy cable despatches have 
been received here recording the interview given to press 
representatives in the states by Mr. McAdoo and other 
members of the delegation. These messages contain little 
that is new to us here and consist largely of enthusi- 
astically and diplomatically worded appreciations of the 
hospitality, beauty, resources and potentialities of Brazil, 
Uruguay, Argentina, Chile an’? Peru, Argentina natur- 
ally coming in for special emphasis as the scene of the 
historic palaver. The one fact that appears to have 
impressed the delegates most is the relative uselessness 
of attempting to capture the markets of South America 
without a mercantile marine. It is true that it did not 


require this expedition to ascertain this elementary 
fact, but none the less it has been brought home to the 
delegates very forcibly as a result of their visit. Mr. 
McAdoo is reported to be urging his government to take 
immediate steps to remedy the deficiency in ships and 
private enterprise is also said to be active. In the 
meantime another delegation from the States is to visit 
Argentina to return the visit of the Argentine delegates 
to the Pan-American Congress held at Washington a year 
ago. This latest party is a small one, consisting of busi- 
ness men who are to be assisted in their investigations by 
the commercial attache to the United States Embassy 
in Buenos Aires. It is said to be the intention of this 
party to make extensive trips into the interior of the 
republic in all directions and report to Mr. McAdoo on 
their return. We suppose that this latest visit will have 
to be returned by Argentina in due course, and so on 
ad infinitum. 
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INSTITUTE CHAPTERGRAMS 


Chaptergrams must be received by the Educational Director of the Institute not later than the 28th of the 
It would be a convenience if they were received by the 26th. 


month preceding publication. 


BUFFALO 
By Louis Enslin 


The executive committee is forming tentative plans for 
next fall and winter, especially with the object of increasing 
the membership to the highest point possible, and thereby 
increasing interest in the Chapter among the banks and 
bankers. 

Through the courtesy of one of its members, Buffalo 
Chapter was invited to visit the Lackawanna Steel Com- 
pany, which is the largest independent steel plant in the 
world. About 100 bank men made this industrial trip on 
the afternoon of June 17, and it proved indeed a most in- 
teresting one. 

Fourteen men have passed the examination in Part II 
of the Institute Study Course, as follows: Walter Kelly, 
Lawrence H. Geser, Peter C. Jansen, A. W. Anderson, 
Nathan MacDonald, Wm. G. Wilcox, Carl W. Wenger, George 
Hayward, Charles D. Williams, Justus Holzman, Charles 
Townsend, Henry Georgen, Clarence D. Martin and Karl 
Strauss. Of this number Lawrence Geser, A. W. Anderson, 
Carl W. Wenger, Charles D. Williams and Charles Town- 
send are now Institute graduates. There are now twenty- 
five Institute graduates in Buffalo Chapter. 

Our thrift campaign committee is planning to organize 
a citizens’ committee to conduct a thrift campaign on a 
large scale on one of the plans outlined by the Savings 
Bank Section of the American Bankers Association. Nego- 
tiations are in progress with the Superintendent of Educa- 
tion for organizing school savings banks, and it is hoped 
practical results may accrue in the fall. 


CHATTANOOGA 
By G. H. Rice 


The Chapter met on the night of June 8 and elected the 
following officers to guide them during the forthcoming year: 
President, J. Horace McDowell of the American Trust & 
Banking Co.; vice-president, ,Chaster O. Stephens of the 
Hamilton Trust & Savings Bank; secretary, G. A. Rice 
of the American Trust & Banking Co.; treasurer, C. H. Jer- 
den of the Citizens National Bank. The board of governors 
chosen was as follows: Ex-Presidents A. W. Taber and J. 
V. Hoddam of the First National Bank and the Chattanooga 
Savings Bank respectively; Dawson Harris and M. E. 
Dement and Frank Rice of the Hamilton National Bank ; 
J. E. Harris of the Hamilton Trust & Savings Bank, and 
N. J. Simmons of the Chattanooga Savings Bank. The 
Chapter selected the following delegates to uphold the tra- 
ditions of Chattanooga at Cincinnati next September: J. 
Horace McDowell, president; J. E. Harris, Frank Rice, A. 
W. Taber, M. BE. Dement and H. R. Rutland. 

The meeting was a very successful one. A magnan- 
imous spirit was much in evidence and the meeting was a 
record-breaker in that much-talked-of-matter of attendance, 
there being forty-odd bankers and bankers-to-be present when 
heretofore the average attendance has hovered closely 
around the biblical number seven. This six- or seven-fold 
increase in numbers present and voting has led us to cogitate 
the following hypothesis: ‘‘Can we not most effectively pro- 
mote our attendance by having an election of officers at 
every meeting?’ Deductions from the foregoing will be 
greatly appreciated. 
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CINCINNATI 
By R. C. Smith 


Cincinnati is an educational city and is peculiarly 
adapted to welcome a convention of such an educational or- 
ganization as the American Institute of Banking. Within 
the past twelve years thirty school bulidings have been con- 
structed or remodeled at a cost of $6,000,000. The list in- 
cludes three new high schools: Hughes, Woodward and Hyde 
Park. The purpose of this educational program in Cin- 
cinnati is to give an education to “all the children of all 
the people” in order to prepare them for service to their 
community. The curriculum, the school activities and the 
school spirit have been all rapidly changed. At present 
the Cincinnati school system extends by easy stages from 
kindergarten to university. Cincinnati, with well defined 
purpose, is seeking through the co-operation of all its insti- 
tutions, social, civic, commercial, industrial and educational, 
to develop a unified system of public education that shall 
adequately care for all its people. 

One-third of the entire population of the United States 
is living within 400 miles of Cincinnati. It consists of 


HUGHES HIGH SCHOOL 


farming, mining and manufacturing people. Within this 
area is produced a large proportion of the farm products of 
the middle west, nearly one-half the bituminous coal of the 
country, and in it is represented practically the entire in- 
dustrial field of the United States. Eighty-seven per cent. 
of the 264 industries recognized by the census are located 
in this territory. Oil and gas, coal and lumber, and acces- 
sibility to markets make Cincinnati a logical point at which 
to bring raw materials together and fabricate them into fin- 
ished products ready for the great markets. Because of 
these conditions Cincinnati is a city having a great variety 
of manufacture. It is not dominated by any one industry. 
The largest, which is the foundry and machine shop 
products, is but ten per cent. of the total. 

Cincinnati was founded December 29, 1788, on a tract 
of 740 acres, which was paid for at the rate of five shil- 
lings per acre. For the first two years of the life of the 
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settlement there was no regularly organized government. 
Then a code of laws was drawn up by the citizens them- 
selves providing punishment for certain offenses. In 1789 
Major Daughty with 140 men constructed Ft. Washington 
for the protection of Cincinnati. A monument now stands 
on the site of this fort. Cincinnati was founded and de- 
veloped by Americans of English descent. During the early 
period of the city’s existence people from New Jersey, Penn- 
sylvania and Maryland predominated, with a number from 
Virginia and farther south, together with a few New Eng- 
landers. The Germans came to help its growth in 1840. 
The United States census of 1910 gave Cincinnati proper a 
population of 364,463. The metropolitan district, including 
the suburban cities on the Kentucky side of the Ohio River, 
gives the city a population of 600,000. In 1910 seventy- 
nine per cent. of the population was native born. 

When the A. I. B. convention is held in September, 
delegates and visitors will be shown what Historical, Edu- 
cational and Industrial Cincinnati is like. 

Delegates who have not made hotel reservations should 
do so at their earliest convenience and facilitate the hand- 
ling of the biggest and best convention the A. I. B. has 
ever held. Gus. G. Hampson of the Fifty-third National 
Bank is chairman of the hotels committee. 


CORRESPONDENCE 
By Geo. E. Allen 


At the adjourned annual meeting of the Correspondence 
Chapter, held at Briarcliff at the time of the meeting of the 
Executive Council of the American Bankers Association, the 
proposition was adopted that the by-laws of the Chapter be 
amended so as to read as follows: 

“1. The membership of the Correspondence Chapter, in 
addition to its incorporators, shall consist of duly enrolled 
students and graduates of the Institute who reside outside 
the confines and suburbs of Chapter cities and are not mem- 
bers of any city Chapter. The word ‘suburbs’ in this con- 
nection is construed to mean territory within ten miles of 
city limits. 

“2. The government of the Chapter shall be vested in a 
board of five directors consisting ew-officio of (1) the Vice- 
President of the American Bankers Association; (2) the 
president of the American Institute of Banking; (3) the two 
banker members of the board of regents of the Institute; (4) 
the educational director of the Institute. 

“3. The board of directors shall meet annually at the 
general office of the Chapter immediately after the annual 
meeting of the members of the Chapter and also at the time 
and place of the annual convention of the American Bankers 
Association. No notice of such meetings shall be necessary. 
Special meetings of the board may be called by the president 
or any two directors. At other times than regular and 
special meetings the board of directors may transact business 
by mail. 

“4, The person who shall from time to time be president 
of the American Institute of Banking shall be president of 
the Chapter, and the person who shall from time to time be 
Vice-President of the American Bankers Association shall 
be vice-president of the Chapter. Such officers shall perform 
the usual duties of their respective offices as construed and 
determined by the board of directors. 

“5. The board of directors shall appoint a secretary of 
the Chapter and fix the terms and conditions of his service. 
The treasurer of the Chapter shall be suitable trust company 
designated by the board of directors. The secretary, in 
addition to the usual duties of such position, shall conduct 
the educational work of the Chapter under the general direc- 
tion of the directors. The treasurer shall have custody of 
the funds of the Chapter and shall make withdrawals there- 
from only upon vouchers approved by either the president or 
the secretary of the Chapter. 

“6. Subject to the approval of the Executive Council of 
the American Institute of Banking and the Administrative 
Committee of the American Bankers Association, these by- 


laws may be amended by a two-thirds vote of the members 
present at any annual meeting of the Chapter, provided that 
thirty days previous notice of such amendment shall have 
been given by publication in the JouRNAL-BULLETIN.” 

The purpose of such proposed amendments is to make 
the board of directors a body more closely identified with the 
administration of the Institute and the American Bankers 
Association, and to provide a method under which directors 
may be able to meet at regular intervals without burdensome 
expense to the Chapter. It was the consensus of opinion 
that the growth of the organization made some such provi- 
sion necessary. 


DALLAS 
By Harry C. Ard 


Concluding a very successful year, Dallas Chapter held 
final examination in connection with the law course June 13, 
at which time nine students successfully passed the same. 
Our law classes have been conducted by Wiley A. Bell, Jr., a 
local attorney, along practical lines and, although classed as 
a “dry subject,” they have proven of lasting benefit to a 
goodly number of our bank men. With these law graduates 
as a foundation, we expect, during the coming year, to make 
great strides with the banking course, which seems to be more 
attractive than the law course, and a large number of In- 
stitute graduates are expected. 

As a tribute to his ability to head this renewed activity, 
Dallas Chapter has honored one of her charter members with 
the presidency, H. G. Burlew, who, together with the other 
officers, was elected at our general meeting June 9. The 
other officers are: F. L. McCoy, vice-president; Harry C. 
Ard, secretary ; C. A. Lewis, treasurer. 

In addition to the banking course, we are arranging to 
conduct a forum throughout the coming year, giving special 
attention to present-day topics and subjects of interest. In 
conjunction with this forum, we expect to have special classes 
in public speaking and debating. To all of these studies it 
is our intention to add that practical strain which makes 
them of such vital importance to each and every young bank 
man. As an inspiration toward greater things, Dallas Chap- 
ter is spurred onward by her new and commodious clubrooms 
in the Sam Houston Life Building, which we now occupy. 

M. B. Keith, member of the National Thrift Committee, 
has just completed a successful ‘thrift’ campaign here. 
Added to extensive newspaper publicity were a number of lec- 
tures by J. W. MacDowell, vice-president of the Bowery Sav- 
ings Bank of New York City. 

The American Institute of Banking is coming into its 
own in Texas. As a result of the untiring efforts of Stewart 
D. Beckley, member of the Executive Council, the Texas 
Bankers Asociation not only adopted the plan of banking edu- 
cation suggested by Mr. Allen, but unanimously gave it their 
stamp of approval at their thirty-second annual convention, 
which was held in Houston May 2, 3 and 4. The plan 
adopted is similar to that of Kansas and Missouri. A com- 
mittee on banking education, composed of A. J. Peterson of 
Waco, chairman; Stewart D. Beckley of Dallas, vice-chair- 
man; T. R. Robertson of Fort Worth, Wm. A. Harper of 
Houston, H. F. Meyer of Mart, J. S. Rogan of Austin, 
Cc. A. Orbeck of Ballinger, representing the seven districts of 
Texas, will have entire control of the educational work of 
the Texas Bankers Association in cities without chapters. 
From the number of applications already coming in, it is 
expected that there will be 350 or 400 students enrolled the- 
first year. The men in the smaller towns will now have an 
opportunity to rival the work of our city chapters. 


EL PASO 
By E. L. Heath 


El Paso finished its first year with the monthly business 
meeting on May 24, at which officers for the coming year 
were elected as follows: John Bunting of the First National, 
president; Leslie Reed, State National, vice-president; EB. L. 
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Heath, City National, secretary ; H. E. Heineman, Rio Grande 
Valley Bank & Trust Company, treasurer. C. L. Teague of 
the City National and Smith Witham of the Rio Grande 
Valley Bank & Trust Company were elected as delegates to 
the convention at Cincinnati. While conditions have not been 
as good as they might have been, due to the Mexican trouble, 
the Chapter has held every meeting, three meetings a week, 
two Spanish and one commercial law. Commercial law was 
fully covered, due to the good work of our tutor, Fred Knol- 
lenberg, and a great deal of good has been accomplished, 
even though we did not get through negotiable instruments. 
Our Spanish class, under S. Y. Esquevil, accomplished great 
work, enabling a large number of the members to learn to 
talk the language of our sister republic across the border. 

The attendance at all of the meetings has been most 
gratifying to the officials of the Chapter and of the banks 
of the city, considering the fact that this is the first year of 
the Chapter. 


JACKSONVILLE 
By J. E. Stephenson 


Jacksonville Chapter is proud of the fact that twelve 
of its members have passed final examination in Part II of 
the Institute study course pertaining to law. The instructor 
of the law class, G. A. Stephens, J. P., and the president of 
the Chapter, J. A. Newsom, are both to be congratulated on 
keeping the members so well in hand. The result of the law 
examination will stimulate recruits for the banking class next 
winter, as they will all be desirous of completing the course, 
and gaining the coveted Institute certificate. 


KANSAS CITY 
By D. W. Martin 


On May 23 the advanced class of Kansas City Chapter 
met, as has been the custom throughout the year on meeting 
nights, at Nance’s for dinner, adjourning to the Clearing 
House rooms afterward where the annual election of officers 
was held. The following officers were elected for the ensuing 
year: W. H. Potts, president; Dick W. Martin, vice-presi- 
dent; Elmer E. Bradbury, secretary-treasurer. 

The past year has undoubtedly been the most successful 
of any in the history of the advanced class. Each man has 
been called upon for his share of the entertainment, and has 
thus profited by the reading and research work necessary to 
present his subject to the class. Many interesting talks by 
men of prominence, both in and out of banking circles, have 
been given. Instructions in parliamentary drill under the 
guidance of Professor Holmes have been beneficial to all the 
members, as each member has been told his bad points as 
well as his good. The debate staged by the class drew the 
largest crowd that has ever attended a meeting of the ad- 
vanced class. With the addition of the ten graduates this 
year the advanced class is looking forward to a successful 
year. 

All Kansas City bank men are glad to learn that George 
Winters, who recently left Kansas City for a cashiership at 
Emporia, Kan., has been elected secretary of the Clearing 
House Association at that place. This shows that bankers 
over the country realize that good men are being turned out 
by the A. I. B. and are giving its graduates preference. 

C. W. Allendoerfer of the First National Bank was the 
guest of honor at a banquet given May 30 by the Emporia 
study class. Emporia not being large enough (having only 
five banks) to support a chapter, has organized a class and 
invited the bankers from the other towns in the county to 
join them. 

All Kansas City bank men are thinking of the coming 
convention of the A. B. A. the week of September 25 to 30. 
The different committees are now hard at work and every- 
thing promises to be in readiness to show the real Kansas 
City “Spirit” by the time the visitors arrive. The Kansas 
City Chapter of the A. I. B. will have charge of the registra- 
tion work and will be on the job all week showing the visitors 
around, 


Kansas City is this year presenting the candidacy of 
Clarence H. Cheney for the position of member of the Ex- 
ecutive Council. Mr. Cheney has been president of the 
Kansas City Chapter during the past year; a year in which 
the enrollment has increased more, classes have been better 
attended and more interest shown, and one of the largest 
classes graduated in the history of our Chapter. Mr. Cheney 
is an Institute certificate holder, a banker of long experience, 
a good organizer, a fluent speaker and never fails to make 
a favorable impression on his audience. Kansas City hopes 
that all delegates to the Cincinnati convention will meet and 
know Mr. Cheney personally, for we believe they will then 
feel as we do, that he is well qualified for the place. 


LOS ANGELES 
By A. C. Hoffman 


Los Angeles Chapter held its annual banquet Thursday, 
May 25, and it was a real “get together” affair, some 300 
being present, conspicuous among whom were many of the 
officials of the financial institutions of Los Angeles. After 
an excellent dinner Past-President Thomson, whose régime 
during the past year has proven so successful, introduced 
Leo S. Chandler, vice-president of the Citizens Trust & 
Savings Bank, who acted as toastmaster and began his duties 
with an exceptional address, the keynote of which was indi- 
vidual preparedness through education. 

Mr. Thomson was in turn called upon and briefly re- 
viewed the history of Los Angeles Chapter. Among other 
things he said: 

“This is the day of push, not pull. The banking business 
as it is conducted now requires trained men and women to 
handle it. The question that is asked in our busy American 
life is not the length and breadth of your ancestral tree, or 
the achievements of your forefathers, but rather what do you 
know—what are your qualifications. The patrons of our 
banks are demanding service and, if we desire to succeed in 
our chosen profession of banking we must know how to 
render service. The modern bank is equipped with every 
mechanical device that ingenious minds can contrive to make 
service more complete, but of what use is equipment if we 
do not have trained hands to use it? What de we mean by 
service? It seems to me that it consists of the intelligent 
use of the facilities placed in our hands, to the end that we 
can handle the financial affairs of our customers entrusted 
to our care in a manner that will be beneficial to them and 
give them confidence in our ability to properly care for their 
business. 

“How, then, will we prepare ourselves to give efficient, 
intelligent service? Through knowledge—knowledge of the 
great underlying principles of safe, sound banking and of the 
daily routine of a banking institution. We are being trained 
in these matters each day by those at the head of our 
respective institutions, but we cannot hope to do our best 
without hard, conscientious study, and so we have joined 
together in organizing and supporting this Chapter of the 
American Institute of Banking in order that we may pursue 
these studies in co-operation with our fellow bank employees. 
We are also making acquaintances and forming friendships 
that will be valuable to us in the future years.” 

Immediately following his address Mr. Thomson was 
presented with a gold watch as a token of esteem and appre- 
ciation of his efforts during the chapter year. 

W. D. Otis, our president elect, was the next speaker. 
After lauding the efforts of his predecessor and commending 
the loyalty and co-operation of members, he outlined the 
policy for next year’s work, with an appeal for continued 
support and enthusiasm. 

Clair 8S. Tappaan, instructor in law at the University 
of Southern California, and of our law class, spoke to the 
“boys” for a few minutes and his reception proved beyond a 
doubt his popularity among the bankers and Institute men 
of this locality. He, too, was presented with a token of 
esteem and appreciation. 
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B. G. McWilliam was next called upon as the Chapter’s 
candidate for the presidency of the national organization 
of the Institute, and in the course of his talk gave some 
interesting facts. Among other things he said that there 
were now some seventy-two chapters represented in the In- 
stitute, with a total membership of 18,000; that last season 
130 educational classes were conducted, with a total en- 
roliment of some 6,000 students, and that the Institute 
numbered among its aggregate membership over 1,200 bank 
officers. In speaking of his candidacy Mr. McWilliam em- 
phasized the fact “that the gentlemen who have placed 
me in nomination have done so, not because of me person- 
ally, but because in bringing the presidency to the Pacific 
Coast and thereby directing the attention of some 18,000 
bank men toward this section of the country for a year, it 
would be of value to the Pacific Coast in general and to Los 
Angeles in particular.” 


J. A. Graves, vice-president of the Farmers & Merchants 
National Bank, presented a paper on “Your Duty as Bank- 
ers.” Mr. Graves said in part: “I understand that over 
three hundred of your members attended the law class re- 
cently held here for the benefit of Institute men, and that a 
very small percentage failed to pass the examination. This 
is a most excellent record. You young men are to be con- 
gratulated upon your zeal and earnestness. Banking is a 
business which, like any other business, requires capital and 
brains as companion workers. Banks assist in building up 
communities, in adding to the wealth of the world. The 
laws governing our national banks and the laws of the 
various states governing state banks are such that if they 
are properly administered, the chances of bank failures 
would be exceedingly small. When banks fail there are 
usually ample reasons within their own walls for their 
failing. The comparatively small number of bank failures 
that occur is the highest testimonial that could be pro- 
nounced on both the integrity and the intelligence of bank 
officials. Were you to ask me what you should do to insure 
success in the banking business, I would tell you to make 
yourselves expert in all the details of banking—thoroughly 
master the business. When the responibility of loaning the 
bank‘s money comes to you, don’t try to impress upon your 
borrower that you are doing him the service of a lifetime 
in granting the accommodation, when, in fact, you are 
tickled to death to get your money to working. And if an 
applicant is not entitled to a loan, by reason of his financial 
condition, don’t wash your hands in invisible water and 
lie to him, telling him you are not in condition to make the 
loan at this time.” 

Mr. Graves was followed by J. M. Elliott, chairman of 
the board of the First National Bank of Los Angeles, who 
made a short extemporaneous address. 

It is indeed gratifying to note the interest displayed by 
these prominent bankers in the affairs of the younger bank 
men and their words made a deep impression upon those 
privileged to hear them. 

The board of governors of Los Angeles Chapter met 
Friday night and discussed ways and means for the forth- 
coming season. An educational committee was appointed to 
perfect plans for the courses of study to be inaugurated in 
the fall and the following gentlemen have consented to serve 
upon this committee: P. C. Turman, W. H. Thomson, C. 8. 
Tolley, P. R. Williams; W. D. Otis, Chairman. 

The report of the public affairs committee was read 
and approved, as well as the official notification of the In- 
stitute’s educational director that 154 members of this 
Chapter have passed the law examination. Attention was 
also called to the fact that two of those passing the law 
examination are eligible to receive certificates immediately, 
having previously completed one of the courses. The public 
affairs committee reported among other items that on June 
second Mark Keppel, superintendent of country schools, ad- 
dressed the Young Men’s Christian Association upon the 
subject of Thrift, and Tuesday, June sixth, was designated 
as Thrift Day at the Ad Club of Los Angeles, under the 
auspices of Los Angeles Chapter, A. I. B., with E. G. Mc- 
William as chairman of the day. Robert B. Armstrong, 
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president of R. B. Armstrong Company, spoke upon “Thrift 
in Advertising’; John 8S. Mitchell, president Chamber of 
Commerce, addressed the meeting upon “Thrift in the Com- 
munity,” and J. L. Collins, assistant manager Home Office 
General Agency Pacific Mutual Life Insurance Company, 
spoke upon “Thrift in the Individual.” One of the mem- 
bers of the local Thrift Committee appeared before the West 
Hollywood Men’s Club recently, and delivered a talk upon 
“Thrift” to some hundred business men, members of this 
Club. Eleven talks on “Thrift” have been given to date. 
It will be noted that through these meetings between nine 
and ten thousand persons have been reached. 

The matters of community advertising and the produc- 
tion of a motion picture play by the banks of the city have 
also been discussed by the public affairs committee, but 
owing to the practical problems involved, it has been im- 
possible to make an recommendations along those lines. 
It may be desirable to renew these efforts this fall and pos- 
sibly set aside one week to be known as Thrift Week, coin- 
cident with the celebration of the centennial of Savings 
Banks, which will be held in New York in November. 

J. D. Coles of the German-American Trust & Savings 
Bank has been appointed to serve as a member of the board 
of governors to fill the vacancy automatically created 
through the election of F. W. Healy to the vice-presidency 
of the Chapter. Mr. Healy will also take up the work of 
chairman of the board of consuls, which is one of the duties 
of the vice-president’s office. 


MACON 
By R. F. Fincher 


We have completed our study course in: commercial law 
and negotiable instruments and are now enjoying a vacation 
and in the meantime preparing to organize one of the largest 
study classes in banking, in the fall, in our section of the 
country. Thirteen passed what we termed “some exam.” 
and are proud that we have half of an Institute certificate 
“salted away.’’ The Macon Clearing House Association had 
offered as a prize, to the one who made the highest mark, 
a trip to the Cincinnati convention with all expenses paid. 
This was won by R. J. Taylor, Jr., son of the president of 
the American National Bank. Mr. Taylor certainly deserved 
the prize, as he not only made the splendid mark of ninety- 
six, missing only one question, but his class attendance and 
work all through the year was all that one could ask of 
any one. The announcement was made at our annual ban- 
quet and, much to our regret, the winner was absent, being 
away on his honeymoon. He was at once notified by wire 
of his success. At our annual meeting in May the fol- 
lowing officers were elected to serve for the ensuing year: 
Arthur Branan, president; W. G. Lasch, vice-president ; Paul 
E. Davis, secretary; R. F. Fincher, assistant secretary, and 
I. L. Rowlson, treasurer. All of these young men made high 
averages in the examination and it is conceded that they 
will make the coming year a banner year in the history of 
the Chapter. Mr. Davis finished second to Mr. Taylor with 
an average of ninety. The following were elected to serve 
on the executive committee for the coming year: G. C. Mc- 
Whirter, chairman, H. P. Smith, W. H. Andrews, Jr., H. E. 
Mershon, R. J. Taylor, Jr., and Scott A. Edwards. The 
delegates to the national convention were then chosen. They 
were Paul E. Davis, Maynard B. Smith and R. J. Taylor, Jr. 
To close the year a banquet was given at the Hotel Lanier 
in honor of Arthur L. Jackson, one of the most prominent 
members of the Macon Bar, who instructed the law class in 
the study course. The banquet was attended by nearly every 
bank official and clerk in this vicinity and was voted a great 
success. Numbers announced their intention of joining the 
Chapter in the fall. 


NEW HAVEN 
By George S. Stirling 
The law class, under the direction of Professor Edger- 
ton, of Yale University, held twenty-three weekly meetings 
from October 26, 1915, to May 9, 1916—twelve for the study 
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of commercial law and eleven for negotiable instrument law. 
At our first class meeting the attendance was 115. The 
weekly attendance naturally decreased and on March 14 
the roll call showed sixty-nine names. The average attend- 
ance from this date was.eighty per cent. Great credit is 
due Professor Edgerton. He has kept us working hard, but 
is well liked and highly respected by all students. Final 
examinations were held on May 16. 

The total number of Chapter members on May 16 was 
203—eighty-four officers and directors of banks and 119 
bank clerks. Two business meetings were held during the 
season. On November 18, 1915, a smoker was given. A. H. 
Titus, assistant cashier of the National City Bank of New 
York, addressed the Chapter on ‘‘America, the World’s Bank- 
er.” On January 20, 1916, H. H. Townshend, assistant cor- 
poration counsel, of New Haven, spoke on “Local Taxation, 
State’s Assessment and Collection.” On March 22 our first 
annual dinner was held at the Hotel Taft. Professor Hiram 
Bingham, of Yale University, spoke on “Characteristics of 
the South Americans of To-day.” About 150 were present. 

On May i G. L. Moore, our vice-president, resigned as 
treasurer of the Broadway Bank & Trust Company. Mr. 
Moore’s interest and knowledge of Chapter work was of 
great help to our Chapter. 

At a meeting held.on May 18 the following officers were 
elected: George S. Stirling, president; J. P. Kimberly, vice- 
president; A. E. Porter, treasurer, and H. A. Jordan, 
secretary. 


NEW ORLEANS 
By R. Wm. Brady 


The new administration of New Orleans Chapter has 
already begun preparations for a very active year. At its 
last meeting the following chairmen were appointed and 
plans for the coming year fully discussed: Educational 
committee, C. Rives, Jr.; public affairs, N. B. Hinckley; en- 
tertainment, S. Roy; house, M. Rivet; forum, Harry Hardie; 
board of consuls, C. M. Pasquier, Jr.; editor Chapter News, 
Thos. F. Regan. 

The final examination in law was held on the 25th of 
June, and we have every expectation of adding a consider- 

On the evening of June 9 R. S. Hecht, vice-president of 
able number of certificate holders to its present list. 
the Hibernia Bank & Trust Company, delivered a very inter- 
esting address to the membership on the “Plan for Financing 
the City’s Floating Debt.” 


NEW YORK 
By Harold S. Schultz 


On Thursday evening, June 22, at the Chapter rooms, we 
celebrated the closing of the season by a final Chapter meet- 
ing at which the results of examinations were announced 
and prizes awarded. The speaker of the evening was A. D. 
Welton, manager of the Department of Public Relations 
of the American Bankers Association and editor of the 
JOURNAL-BULLETIN. In his address Mr. Welton dwelt on the 
recognition that is being taken of the progress of Institute 
ideals throughout the country. It was indeed a pleasure and 
a privilege for us to listen to him. President Seaborg made 
the address of welcome and congratulated the men upon the 
excellent results which they have achieved during the season. 

Rudolph J. Welti of the Bank of America was awarded 
the “Cannon Prize” of $25 in gold for the best essay sub- 
mitted on the subject ‘“‘The Probable Effect of the European 
War upon the Foreign Trade of the United States.” C. F. 
Minor, vice-president of the Columbia Trust Company made 
the presentation. 

The prize of $15 in gold for the best paper on “Banking 
Ethics” was awarded to Edward Vanderpoel of the National 
Bank of Commerce. Mr. Vanderpoel kindly donated his prize 
to the work of the Chapter and will be offered a sustaining 
membership in the Chapter for the coming year. 


The first prize of $10 in gold for the best examination 
on “Standard Banking” was awarded to Birney B. Petigrue 
of the Farmers Loan and Trust Company. Mr. Petigrue is 
now on his way to the front with the Seventh Regiment. 
The second prize, a copy of ‘Professor Seligman’s Principles 
of Economics,” was awarded to A. F. Schneider of the Ameri- 
can Exchange National Bank. 

The first prize of $10 in gold for the best examination 
in elementary practical banking was awarded to Arthur F. 
Beyerle of the National Bank of Commerce. The second 
prize, copies of the Institute’s ‘(Negotiable Instruments and 
Commercial Law Books,”’ was awarded to H. S. Hastings of 
the Bowery Savings Bank. 

Highest honors for the best work in the graduating 
classes went to Leo J. Kavanaugli of the Title Guarantee 
and Trust Company, Brooklyn, who received a copy of the 
“Second Bank of the United States” as a prize. BD. G. 
Carstens of the Williamsburgh Savings Bank and A. D. 
Healy of the Title Guarantee and Trust Company were tied 
for second honors. It is a noteworthy fact that every one 
of the men who registered for both terms of the standard law 
class passed the examinations. 

Considering the greater volume of the work completed 
by the various classes during the past year and the higher 
standards required by the co-operative system, we feel that 
the results are extremely gratifying and warrant continu- 
ing the courses on a still higher plane. The matter of fees 
which were charged has not seemed to make any appreciable 
difference in the size of the classes. It has, on the other 
hand, increased the interest taken in the’ work and made for 
better results. 

That the work which we are doing is becoming more 
and more popular is evident by the fact thac on Thursday 
afternoon, June 22, at the Clearing House, a meeting of 
bankers was held at which the following resolution was duly 
passed : 

“Whereas, The Chapter has extended an invitation to 
the bankers of New York to serve in an advisory capacity, 
be it resolved, as the sense of this meeting, that the work 
of the Chapter should have the support of the banking 
fraternity and that the following gentlemen be requested to 
serve and to add others to their number from time to time.” 

The list includes more than thirty of the prominent 
bankers in the city. Stephen Baker, president of the Bank 
of the Manhattan Company, acted as chairman of the meet- 
ing, and appointed an executive committee consisting of 
Messrs. Gates W. McGarrah, president of the Mechanics and 
Metals National Bank; Lewis L. Clark, president of the 
American Exchange National Bank; A. 8. Frissell, chairman 
of the board of directors of the Fifth Avenue Bank; Charles 
H. Sabin, president of the Guaranty Trust Company, and 
Thomas W. Lamont of J. P. Morgan and Company. This 
committee will have charge of the active work of putting 
into effect a plan to meet the needs of the Chapter and to 
administer the funds collected for the purpose of carrying on 
future work. 

The educational program for next year is already being 
prepared. Columbia University is assisting us now and will 
continue to co-operate with us during the coming season. 
The program is, of course, based upon the Institute standard 
course of study, but other features peculiar to New York 
City will be added and a systematic effort made to enlist 
Institute graduates and-+others in work of more advanced 
character. 


OAKLAND 
By Wm. R. Ward 


The law class finished its prescribed course with such 
unabated enthusiasm that it will be resumed after Professor 
Calkins’ return from a five weeks’ vacation. This class has 
been one of the most successful ever conducted by Oakland 
Chapter and the sustained interest of almost the entire en- 
rollment has been due exclusively to the masterly manner in 
which it has been directed by Prof. John U. Calkins. A class 
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in memory training under the direction of the Roth Memory 
Institute was organized immediately on the close of the law 
class, sixty members being enrolled. 

The annual meeting and election passed merrily into 
history flanked by a perfectly balanced program of music, 
wisdom and humor. Prof. I. B. Cross of the University of 
California delivered an interesting address on the results of 
the Federal Reserve Act and proposed changes in same. He 
expressed the belief that one reserve bank with branches 
located about the country would be a much more efficient 
and satisfactory arrangement than the present twelve unit 
system. A plea for a completely unified system, with state 
banks as well as national banks operating as a harmonious 
whole under the Federal reserve system concluded his talk. 


PITTSBURGH 
By P. F. Tessmer 


Pittsburgh Chapter held its annual election on the after- 
noon of May 23 last. On account of a recent change in the 
* by-laws of our Chapter, prohibiting all personal solicitation 
of votes among the members at their banks, the candidates 
had to button-hole their votes on the way to the ballot box 
and several friendly scrimmages resulted in trying to get to 
a prospect first. The vote was unusually heavy, about five 
hundred turning out, members coming from Jeannette and 
yreensburg—thirty miles away. The result was as follows: 
President, Jean Phillips; vice-president, R. S. Euler; secre- 
tary, R. E. Gibson; treasurer, D. G. Dodds; directors, Messrs. 
Mullen, Korb, Boyle, Breitenreiter, Brant and Calhoun. 

Our educational program for this year usually closes 
about this time with final examinations, however, the class in 
economics has been doing so well in the way of attendance 
and showing so much interest in the work that the students 
unanimously decided to continue instruction up to June 20, 
to which Professor Kidd agreed with pleasure. 

President Mullen has sent all eastern Chapter delega- 
tions to the Cincinnati convention an invitation to spend the 
Tuesday preceding the convention in Pittsburgh, as guests 
of Pittsburgh Chapter. After seeing as much of Pittsburgh 
as possible and their short stay here made as pleasant as 
possible in other ways, a special train has been secured to 
take the entire party to Cincinnati. 

Although the question of financial support from Pitts- 
burgh banks for educational work of Pittsburgh Chapter 
has been talked about for several years, it seems to have 
been left to our president to put thoughts fmto action. Presi- 
dent Mullen personally explained the position of the A. I. B. 
in Pittsburgh—what we are doing, our aims, etc.—and the 
response was spontaneous and liberal. 


SALT LAKE CITY 
By William T. Patrick 


The annual election of the Salt Lake Chapter-was held 
at the Commercial Club, May 18. J. W. Boud of Walker 
Bros. Bank was elected president, C. J. Evans of Tracy Loan 
& Trust Co. vice-president, C. B. Robbins secretary and S. E. 
Fernley treasurer. M. R. Granville of Tracy Loan & Trust 
Co. was elected a member of the executive committee. Geo. 
H. Butler will represent the Chapter at the State Bankers 
convention, and Q. B. Kelly, J. A. Malia, J. W. Boud, Joel 
Parrish and Sam Williams will be the delegates to the con- 
vention in Cincinnati. Mr. Boud has been associated with 
the Chapter for several years and has always been a live 
wire. The other officers have also been actively engaged in 
Chapter work for some time and we feel assured of a suc- 
cessful year for 1916 and 1917. 


SAN FRANCISCO 
By W. F. Gabriel 


Our regular meeting this month will be in the nature 
of a “get acquainted” meeting, whereby we purpose having 
a large percentage of our members witness the presentation 
of graduation certificates. Mr. Lipman, vice-president of 
the Wells Fargo Nevada National Bank, will speak on “Edu- 
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cation,” citing the necessity for direct application of studies 
—financial and commercial—to the furtherance of a business 
career. E. W. Wilson, manager of the International Banking 
Corporation, will speak on “The Bank,” carrying the thought 
of the need for well trained men in the successful conduct 
of the banking business. Our president, Mr. Clausen, will 
say a few words regarding the work of ‘‘The Chapter,’’ em- 
phasizing its importance in the career of the bank man and 
corresponding influence for standardizing the efficiency of the 
banks’ personnel. 

A year ago San Francisco Chapter had a total of twenty- 
four certificate holders. This year we are gratified to report 
twenty names of persons who have successfully passed the 
required examinations and are entitled to regular certificates. 
There are also two who have passed the law examinations 
and are entitled to one credit, and nine that have passed the 
banking and finance examination, also entitled to one credit. 
Those who passed final examination in both Part I (bank- 
ing) and Part II (law) of the Institute study course and 
are therefore entitled to Institute certificates are: H. J. 
Moore, C. Bolton, H. T. Helen, W. E. Pelkey, H. A Haake, 
T. E. Johnston, G. J. Kern, L. Harris, M. Anger, G. J. La 
Velle, W. J. Bush, A. J. Conway, R. G. Smith, H. Flemming, 
Cc. D. Quaw, H. L. Barbash, H. A. Ebner, L. H. Winters, J. 
P. Mohring and A. E. Hyman. Those who passed final exam- 
ination in Part I only are: B. C. Steet, J. A. White, L. H. 
Hansen, G. H. Hildebrand, A. C. Schumacher, R. V. Kauf- 
man, B. E. Johnson, D. W. Henderson and W. C. Brauns. 
Those who passed final examination in Part II only are: 
W. T. Aldridge and H. T. Krick. 


SYRACUSE 
By R. B. Porter 


From the standpoint of education Syracuse Chapter has 
had the most successful year since its birth. It is true that 
not so many certificates were earned as were earned the 
year ending May, 1913, but the Forum work was well at- 
tended and much systematic work was done under the leader- 
ship of Professor Roman. The average attendance of this 
class was twenty-five, while the class in law, with an at- 
tendance of twelve, covered the prescribed course and four 
certificate holders will be added to the list of twenty-two. 


WACO 
By T. P. Priddie, Jr. 


Waco Chapter has discontinued its regular weekly meet- 
ing until the first week in September, at which time a ban- 
quet will be served and plans made for work through the 
fall and winter. This Chapter is one of the youngest doing 
regular work, having been in existence only about three 
months, but has enrolled and has in regular attendance 
about three-fourths of the bank clerks of the city. Several 
young bankers in adjoining towns have come into the class 
and are regular and enthusiastic members. 


WASHINGTON 
By John A. Petty 


The final examinations in law were held and we had 


fourteen students present. This number is somewhat smaller 
than we have had in recent years, but taken in considera- 
tion with our ther educational work accomplished, it is 
very encouraging. 

Washington held a preparedness parade on June 14 and 
notwithstanding the fact that Congress was too mean to 
designate the day as a legal holiday, we mustered about five 
hundred men from the local banks to participate. Each man 
carried a large silken flag and our section of the parade 
reeeived a warm reception along the entire line of march. 

President Neuhauser and his board will begin holding 
regular meetings in the near future to lay out plans for next 
year’s work. If they are not sent to Mexico we expect they 
will give us a program of fine work. 
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BANKERS HEALTH COMMISSION 


THE BANKERS HEALTH COMMISSION is a corporation conducted without profit for the purpose of (1 
hysical culture designed to secure healthfulness and increase efficiency amon 
4 obtain suitable accommodations on 
The officers of the Commission are Hdmund 
and Commercial Trust and Savin 


ealth resorts where invalid bankers ma 
regarding personal and public hygiene. 
rett, vice-chairman ; Continenta 


promoting 

roviding 
urnishing information 
D. Hulbert, chairman; Alfred M. Bar- 
Bank of Chicago, treasurer; Merchants Loan and Trust 


bank officers and employees; (2) 
avorable terms; (3) 


Company of Chicago, trustee of reserve fund; George HE. Allen, 5 Nassau Street, New York City, secretary. 


BUREAU OF PHYSICAL WELFARE 


TUBERCULOSIS AND CIVILIZATION 

Before the British settled the South Sea Islands, 
before the Americans settled Hawaii, Guam and Samoa, 
tuberculosis was practically an unknown disease in the 
tropics. Not a‘single case was found in any of the 
tropical islands of the Pacific until white men began 
their exploitation. 

The Bulletin of the North Dakota Board of 
Health says that medical research has now fully 
established the fact that tuberculosis, which kills the 
dark-skinned natives of new countries so surely and 
swiftly, is not transmitted by an extraordinary per- 
centage of the disease among the white settlers. On the 
contrary the pioneers are usually freer from this ail- 
ment than the average in northern countries. 

The disease, once introduced, has always proved 
swift and deadly to tropical peoples. To find the cause 
for the tremendous death-rate, one has only to examine 
the living conditions which follow the wake of civil- 
ization. 

The native always apes the white man so far as in 
his power lies. He strips off his palm-leaf girdle, scrapes 
the cocoanut oil from his shiny skin, and replaces these 
coverings with the discarded cotton shirts and smocks 
of the newcomers. In addition he builds a miniature 
house for himself and goes inside when it rains or when 
the sun is hot. The white man does these things, and 
he reasons that what is good for the wonderful white 
man must be good for himself. 

The van of civilization forecasts a general change 
in native customs. Like the story of the Garden of 
Eden, is the story of the conquest of the tropics. The 
wild inhabitants awake to the fact that they are bare 
and that clothes are the proper thing. 

Accustomed for centuries to exposure to the dis- 
infecting rays of the tropical sun, to the coolness of 
the tropical rains, hardened to all privations, as soon as 
the native begins to clothe and guard himself he softens 
his constitution, lowers his resistance, and becomes easy 
prey to tuberculosis. The mortality registered is often 
five times that of the same number of patients in less 
salubrious northern climates. 

In order to check the ravages of tuberculosis an at- 
tempt is now being made by the British Colonial Office 
to force the natives back to their old customs of rub- 
bing the body with cocoanut oil and leaving it bare 
but for a kilt of leaves. 


COLD WATER AND COLD AIR 

Dr. William Brady, in the New York Medical 
Journal says that “a daily cold sponge, plunge or 
shower bath is especially beneficial for a person in- 
clined to ‘take cold’ easily—it tones and fortifies his 
vasomotor nervous system and helps to render him im- 
mune against exposure. That the effects of such a 
bath are salutary we cannot deny, no matter how we 
explain those effects. But why is it we can see so 
much benefit in an application of cold water to the 
surface of the body and see nothing but harm from an 
application of cold air to or about that same surface? 
Does cold water act upon the vasomotor nerves in any 
way differently from cold air? Not if our knowledge of 
the physiology of the nervous system and circulation is 
as complete as we like to imagine.” 

And, he asks, “Is there anything objectionable in 
advising a gentleman to go out occasionally—quite 
often, in fact—without his overcoat, without his hat 
or without his wristlets on, that his skin may receive a 
bath? Or in urging a lady to run out without bother- 
ing to put a shawl over her shoulders or rubbers on her 
feet, or an extra piece of flannel across her chest? 

“Will the impact of the cold air have any deleteri- 
ous effect which a dash of cold water would not dupli- 
cate? Or will sitting in a draft bring any evil conse- 
quences that one would be unlikely to suffer from a 
shower bath?” 

But here Dr. Brady sounds a note of warning: “Not 
a cold bath nor a cold draft can help your health the 
least bit if you don’t enjoy it.” Instinct, he says, 
should be a sure guide in the question of exposing the 
body to cold water or to cold air. 


EXEUNT TONICS 

Dr. Woods Hutchinson, in the Hearst newspapers, 
says that it “is almost incredible and impossible for the 
public mind to realize, indeed most difficult even for the 
medical profession, the astonishing degree to which our 
belief and confidence in tonics has shrunk and withered. 
Even in the formal list of drugs in our text-books the 
number which we believe to have any effect as tonics has 
shrunk and diminished year after year until now they 
can be numbered almost on the fingers of one hand. 
Fifty years ago tonics were one of our largest and 
certainly our most favorite and most frequently pre- 
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scribed class of drugs, under the name of cordials, re- 
storatives, ‘roborants,’ or strengtheners, and such like. 

“So that when a medicine, whether professional or 
patent, claims to have tonic and building-up and 
strengthening powers, we are now in a position to say 
what one of six or seven drugs it must contain in order 
to be of any real value, however limited. And what is 
worse, we are able to tell with painful certainty four 
times out of five just what exploded and discredited 
ancient tonic it does contain, the one most firmly be- 
lieved in and universally recommended of all by the 
medical profession seventy years ago and by the public 
twenty years ago—alcohol. 

*Alcohol, the one ‘tonic? which will make three- 
fourths of the sick and suffering feel briefly better, 
transiently more comfortable, every time they take a 
dose of it, no matter what is the matter with them, and 
for this reason has become the backbone of the medicine- 
taking habit and the patent medicine business. Strike 
out alcohol and opium and four-fifths of the patent 
medicine business will wither and die at one stroke.” 


CLEAN MOUTHS 
The North Carolina Board of Health says that “the 
mouth is the source of so much trouble—not that which 
proceeds out of the mouth but that which remains inside 


—is surprising to most people, even to those who have 
long been familiar with this oral cavity and its various 


functions. But mouth hygiene is now considered a big 
health question and a most important factor in the con- 
servation of health. 

“Health workers tell us from their experience that 
in order to reform a dull, wayward boy at school, by 
going to his mouth and cleaning it up even to his tonsils, 
and adenoids perhaps, in nine cases out of ten the 
remedy is found and improvement begins. 
told that suppurating gums and diseased tonsils not only 
cause a bad breath and indigestion but that they are 
frequently the sources of the poisons that cause rheuma- 
tism and neuralgia. It is readily seen how a dirty 
mouth may be a hotbed of germs, and when we come to 
think of it, it is all the more to be wondered at that 
more people are not really ill from constantly carrying 
around with them a mouth full of poisons.” 


DANGEROUS DOCTORS 

“There are some doctors,” says the Detroit News, 
“who, through incompetency, are dangerous to the pa- 
tients under their immediate charge; and there are other 
doctors who, through carelessness, are dangerous to the 
whole community. These latter are the doctors who will 
not report their cases of communicable disease, that the 
neighborhoods in which they occur may be protected. 
The board of health, by an appeal to the physician’s 
sense of duty toward the public—the public who in many 
cases educates him, the public who in all cases permits 
him to follow his profession—has increased the number 
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of cases reported; but there are still numerous and 
criminal delinquencies. In tuberculosis, especially, this 
appeal has had its effect. As against fifty-six new cases 
reported for November, 1914, there were one hundred and 
fifteen new cases reported for November, 1915—which 
does not indicate that tuberculosis is increasing more 
than ever, but that the board of health is only now be- 
ginning to get adequate information about the existence 
and location of the disease, which information in most 
cases can come only from attending physicians.” 


CORNARO’S MAXIMS 

Luigi Cornaro, the celebrated Venetian centenarian, 
promulgated and practiced the following maxims: “(1) 
It is not good to eat too much, nor fast too long, nor to 
do anything else that it preternatural. (2) Whoever 
eats or drinks too much will be sick. (3) The distemper 
of repletion is cured by abstinence. (4) Old men can 
fast easily ; men of ripe age can fast almost as much; 
but young persons and children, that are brisk and 
lively, can hardly fast at all. (5) Growing persons have 
a great deal of natural heat, which requires a great deal 
of nourishment, else the body will pine away. But old 
men, who have but little natural heat, require but a 
little food, and too much overcharges them. (6) It 
must be examined what sort of persons ought to feed 
once or twice a day, more or less allowance being always 
made to the age of the persons, to the season of the 
year, to the place where one lives and to custom. (7) 
The more you feed foul bodigs the more you hurt your- 
selves.” 


REASONABLE DIET 

Dr. Harry E. Barnard, chairman of the food division 
of the American Chemical Society, says in the New 
York Mail: “The adult stomach is intended to digest 
solid food or a mixture of solid and liquid. And it is 
often weakened by enforced inactivity through the use 
of an unnatural diet. The digestive juices must have 
material to work up. If the stomach is empty from 
fasting or is fed too large a quantity of fluid which is 
promptly absorbed, the gastric juice will flow in such 
quantities that it may irritate the walls of the stomach 
or it may cease to flow. Either condition is detrimental 
to health. When ordinary food is resumed after a pro- 
longed use of predigested food or of abnormal food, it 
is frequently found that the normal secretions and 
ferments necessary in the process of digestion have been 
so diminished as to make digestion very difficult. If 
you should carry your healthy arm in a sling the 
muscles would waste away. It would become useless. 
You have not made it stronger by resting it—it is only 
weakened.- When you pamper your stomach you are 
resting it. Perhaps you are also weakening it. You 
are not allowing it to do its daily work in the normal 
way. Stop hunting for foods easy to digest. 
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MEMBERSHIP CHANGES 


REPORTED DURING JUNE, 1916. 


Bank of Beebe merged with Farmers State Bank. 

First National Bank succeeded by Bank of Italy. 

Hastings Banking Company changed to Bank of Hastings. 
National Bank succeeded by Fannin County 


— Merchants State Bank changed to Southwest State 
ank, 


Bank of Vermont succeeded by Peoples State Bank. 


First National Bank succeeded by Starke County Trust and 
Savings Bank. 


ge of Estherville succeeded by First Trust and Savings 
ne ae Savings Bank changed to First Trust and Savings 


Union State Bank consolidated with Sheldon National Bank. 


Farmers and Merchants Bank. Name of town changed to 
Slaughters. 


Red River Valley Bank and Trust Company succeeded by 
City National Bank. 


=e National Bank succeeded by Hingham Trust Com- 
Middleborough, Nation Bank changed to Middleborough 
Ashley Banking Company succeeded by First State Bank. 
First National Bank succeeded by Canton Trust Company. 
Plentywood A. Riba, Banker, changed to Riba State Bank. 
St. Edward First National Bank succeeded by First State Bank. 


Seacoast National Bank succeeded by Seacoast Trust Com- 
pany. 

First National Bank succeeded by Cortland Trust Company, 

Citizens National Bank succeeded by Citizens Trust Company, 


Second National Bank succeeded by Oneida County Trust 
Company. 


ver. 


Notional Name of city changed to 


State Savings Bank Company, 
Korber and Company changed to Korber and Company, Inc. 


State Bank of Blaine taken over by the Home State Bank. 
State Bank of Sumner succeeded by Farmers State Bank. 


— Trust and Savings Bank succeeded by First Nationa 
ank, 


Massachusetts............. 
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NEW AND REGAINED MEMBERS FROM JUNE 1 TO 30, 1916, INCLUSIVE 


Anchorage Bank of Alaska. 
Skagway Bank of Alaska. 
Wrangell Bank of Alaska. 


Security State Bank. 
Central Bank of Vallejo. 
Farmers National Bank. 
Citizens State Bank. 
Paoli State Bank. 

Red Cliff State Bank. 


Chicago Atlas Exchange National Bank. 
Evansville Mercantile Trust & Savings Bank 


Mount Ayr State Bank. 
First National Bank. 


Centerville State Bank (regained) 
First National Bank. 

Cullison State Bank. 

Sparks State Bank. 

Michigan Michigan State Bank. 
Minneapolis American State Bank. 


Minnesota 
Warroad State Bank of Warroad. 


New York New York Bank of Nova Scotia. 


Farmers State Bank. 

First State Bank. 

Bixby State Bank. 

First National Bank. , 
North Oklahoma State Bank. 
First National Bank. 

First National Bank. 
Farmers & Merchants Bank 
Fidelity State Bank. 

Bank of Crowder. 

Cushing State Bank. 

Dustin State Bank. 

Edmond State Bank. 
International Bank. 
National Bank of Commerce. 
Oklahoma State Bank. 
Mannford State Bank. 

First National Bank. 
Arkansas Valley National Bank. 
First State Bank. 

Oklahoma State Bank. 
Citizens Bank. 

Bank of Commerce. 
Weleetka Guaranty Bank. 
Bank of Commerce. 

Yale State Bank. 


Oklahoma 


Ridley Park Ridley Park National Bank 


Pennsylvania 
Washington Peoples National Bank. 


Washington Farmers State Bank. 


Wisconsin East Side Bank. 


A 


